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E, of the Royal Typewriter 
Company, are proud to be en- 


gaged in the manufacture of an en- 


gine of war. 


The part the typewriter is playing 
in America’s war with the axis powers 
is a vital one, for speed and more 
speed is the very essence of our ar- 


mament program. 


Every day millions of flying fingers 
must type instructions, specifica- 
tions, orders, and reorders before a 
bolt can go into a tank, a rivet can 
go into a battleship, or a rib can go 


into a plane. 


Even on the field of battle, the 


typewriter must help correlate the 
fast-moving action. The typewriter 
is with our fleet at sea, for each air- 
craft carrier, each battleship, cruiser, 
destroyer, and submarine . . . each 
unit of our Navy, down to the little 
mosquito boats, has typewriters on 
board. 


Wherever men and women work 
in war industries, wherever soldiers 
and sailors go to fight, the typewriter 
must go with them. That is why the 
Royal Typewriter Company is proud 
to be called upon to help provide the 
United States Government with the 
typewriters needed by an America 


at war. 


Copyright 1942, Royal Typewriter Company, Inc. 
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fl your own routines. You'll see that 
they are largely a hand-made, repetitive 


job. And today that job is complicated 
and slowed up by two conditions—trained help 
becomes scarcer, and the need for quick, accurate 
figures is even more pressing. 

What’s the answer? Thousands say, “DITTO’S 
MISTAKE-PROOF, INSTANT-ACTION 
METHODS!” 

With Ditto in charge of your accounting, pay- 
roll, production, billing, shipping, purchasing 
and inventory routines, NOTHING EVER IS 
RE-WRITTEN. You write it—ONCE—and that’s 
the end of it. 

Human and machine errors are impossible. 
The wanted data is complete. The routines go 
through, as a rule, inha/f the time...and that’s the 
answer to today’s needs!...Get the answer! Mail 
thecoupon now—while you're thinking about it. 


DITTO, Inc. 
Send coupon for fascinating 2215 W. Harrison St., Chicago 
booklets, ‘‘The New Trend Gentlemen: Without obligation please send me: 
in Accounting,” and “‘Cop- ( ) Data on Ditto Payroll Methods 
ies, Their Place in Business” ( ) “Facts on Ditto Parts Order System” 
—a profitable move for any ( ) “A New Trend in Accounting—Order-Billing” 


executive! ( ) Arrange a Ditto demonstration for me 


Company 


DITTO = 








For 39 Years 


the I. A. S. technical staff has been 
devoting its efforts to one ideal—the 
development of a training plan flexible 
enough to give each individual student 
just what he needs to obtain the most 


thorough accounting instruction in the 


shortest possible time. 


We are proud that this constant endeavor 
has fully prepared us to meet the present 
demand for quick training in accounting 


subjects. 


Any member of your staff can obtain 
full particulars, without any obligation what- 
ever, by addressing a letter or postcard to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 


A Correspondence School Since 1903 


3411 SOUTH MICHIGAN AVENUE ~+ CHICAGO, ILLINOIS 
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DATES AHEAD 


Eastern Spring Conference 
April 13, 1942, New York City 


Tri-Control Conference 


(Buffalo, Rochester, Syracuse 
Controls) 


May 1, 1942, at Buffalo 
Midwestern Conference 
May 17-18, 1942, Cincinnati 


Pacific Coast Conference 


(Los Angeles and San Francisco 
Controls) 


May 23, 1942, Los Angeles 
11th ANNUAL MEETING 


September 21-23, 1942, Chicago | 


MEETINGS OF CONTROLS 


March | 
March 3—Buffalo, Twin Cities | 


March 4—Bridgeport | 

March 5—Philadelphia, Mil- | 
waukee | 

March 9—Kansas City 

March 10—Cincinnati, Cleve- | 
land | 

March 11—Baltimore, Detroit 

March 12—Dayton, Hartford 

March 17—New England, Syra- 
cuse | 

March 19—Los Angeles, New | 
York City, San Francisco 

March 23—St. Louis 

March 24—Chicago, District of 
Columbia, Houston 

March 25—Indianapolis, Roch- 
ester 

March 30—Pittsburgh 


April 
1—Bridgeport 


April 
2—Philadelphia 


April 


April 7—Buffalo, Twin Cities 
April 8—Baltimore, Detroit 
April 9—Dayton, Hartford 


April 13—Kansas City | 

April 14—Cincinnati, Cleve- | 
land, Milwaukee | 

April 16—Los Angeles, San 
Francisco 

April 21—New England, Syra- | 
cuse 

April 22—Indianapolis 

April 27—Pittsburgh, St. Louis 

April 28—Chicago, District of | 
Columbia, Houston | 

April 29—Rochester 


Note: These are scheduled dates. | 
Some changes may be made. 
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“Papers and Addresses, Tenth Anni- 
versary Meeting.” What was talked 
about by the speakers and in the 
conferences, during three days of 
meetings participated in by 900 
controllers. 
December, 1941 270 pages $1.50 

“Controllers’ Manuals of Instruc- 
tion.” What type of controller's 
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A survey by the Committee on 
Technical Information and Re- 
search of The Controllers Institute 
of America. 
October, 1941 


72 Pages $1.00 
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Technique.” A book, 134 pages, 
by John H. MacDonald. A careful 
presentation of the status of Con- 
trollership today. Published, Au- 
gust, 1940. 
1940 134 Pages $2.00 
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Tax Laws.” A report of the Com- 
mittee on Cooperation with the 
Treasury Department of The Con- 
trollers Institute of America. 
May, 1941 16 Pages 25¢ 


| “War Problems of Business As the 


Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 
1940 72 Pages $1.25 
“Budget Methods and Procedures of 

Manufacturing Companies.” A re- 


port of a Conference of Control- | 


lers. 

June, 1939 40 Pages $1.00 

“Interpretations of the Fair Labor 
Standards Act.” A report of a 
Conference of Controllers. 


November, 1938 


Earlier Publications 
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by Henry D. Minich, then Chair- 
man of Research Council. 

1932 16 Pages 25¢ 
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ing.” 
York members by Harold Vinton 
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Year Books 
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Address delivered to New | 


1938, | 
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Liditortal Comment 


A New Task for 25,000 Business Concerns 


WENTY-FIVE THOUSAND American busi- 

ness concerns will be receiving shortly, from the 
Office of Price Administration, voluminous forms on 
which the companies will be required to submit 
financial and other information. This will be a new 
demand for reports. The Office of Price Adminis- 
tration is the latest branch of the Government to 
be authorized to require the filing of financial re- 
ports. 

The Controllers Institute of America reports this 
development regretfully, realizing that it imposes 
an additional burden on business concerns, but there 
isa ray of light inthe situation, for the reporting forms 
have been drawn to conform in large measure to 
the forms prescribed by the Securities and Exchange 
Commission, which means that companies which 
must report to the Securities and Exchange Commis- 
sion may use, for the Office of Price Administration, 
much of the information prepared for the other 
agency. 

For thousands of business concerns, however, it 
will mean covering new ground, and for them com- 
pliance with the Office of Price Administration’s re- 
quirements will be a real task. The Office of Price, 
Administration wants the financial and other infor- 
mation which the forms are designed to elicit, for the 
purpose of observing trends of profits and other fac- 
tors, to aid it in fixing price ceilings. Thousands of 
the companies to which these forms will be sent 
have had little or no experience in compiling infor- 
mation of a type and in the manner which the Office 
of Price Administration will require. 

A great many of the companies whose controllers 
are members of The Controllers Institute of Amer- 
ica have, on the other hand, had experience in these 
matters, and they will be interested to know of the 
part which their Institute has had in assisting in the 
preparation of the forms which will be used. 

The Office of Price Administration, even before 
the Price Control measure was enacted, began last 
fall the task of drawing up the rules and forms 
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which were to be used. At the invitation of Mr. Leon 
Henderson, The Institute named a committee to re- 
view these forms last December, to bring to bear the 
practical point of view of the men connected with 
the leading companies of the country, in charge of 
accounting and financial reporting, and to suggest 
such changes in the original draft of the forms and 
rules as would make the filing of these reports as 
light a burden as practicable, for the thousands of 
accounting officers who will have the responsibility 
of preparing them. 

One whole day was spent by The Institute’s com- 
mittee, which was headed by Mr. F. G. Hamrick, 
controller of American Smelting & Refining Com- 
pany, and a committee from the Office of Price Ad- 
ministration, in reviewing the first draft of the forms 
and rules. Two months were then devoted by the 
Office of Price Administration’s staff to revising the 
original draft, in the light of the suggestions made 
by The Institute’s committee. Mr. William W. 
Werntz, chief accountant of the Securities and Ex- 
change Commission, was drafted by the Office of 
Price Administration to assist in this work. 

The Institute's committee was invited to review 
the revised forms and rules and did so, late in Feb- 
ruary, in an all-day conference with a committee 
from the Office of Price Administration which was 
headed by Dr. Herbert F. Taggart, Chief, Division 
of Accounting, Analysis and Review. This final 
conference smoothed out a few rough spots, and at 
its conclusion the Office of Price Administration 
delegation thanked The Institute’s committee for the 
aid it had given. The Institute’s committee expressed 
its appreciation of having had the opportunity to re- 
view the material in advance of its promulgation by 
the Office of Price Administration and its mailing to 
thousands of business concerns. It was regarded by 
the controllers as a service to American business as 
well as to the Government. 

The Institute’s committee holds no brief for the 
forms and rules, which will look formidable enough 
even in their revised form to most of those who re- 
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ceive them, and is in no way sponsoring them. The 
Institute’s part was simply to facilitate the obtain- 
ing by the Government of certain specific informa- 
tion from business, by simplifying the forms and 
rules, which was accomplished largely by eliminat- 
ing useless and impracticable portions, and by bring- 
ing them into line with the customary forms of ac- 
counts. 

The forms do not require the signature of a pub- 
lic accountant. They do require the signature of 
the principal accounting officer of the reporting firm, 
on whom will rest the responsibility for their cor- 
rectness and completeness. Quarterly and annual fil- 
ings will be required. 

The Controllers Institute feels that it has per- 
formed a most worthwhile service to business, which 
represents a saving in time and money of incalcu- 
lable amounts, in the preparation of these new re- 
ports. And so another milestone is reached, another 
governmental agency comes into the picture, and a 
new series of reports become “routine.” 


Physical Verification of Inventories 
HE announcement on January 22 by the Securi- 
ties and Exchange Commission that physical 
verification of inventories by independent public ac- 
countants may be omitted under certain conditions 
is significant. This ruling applies in cases in which 
such verification might curtail production of war 
materials, and is on condition that public account- 
ants take reasonable practical alternative meas- 
ures to assure the substantial fairness of inventory 
amounts stated. 
Responsibility for the “‘substantial fairness’ of 
the inventory amounts apparently rests upon the 


company, and lastly upon the controller, in any 
event. It is not likely that any great harm will 
be done by relieving public accountants of this 
task. It is all for the better prosecution of the war. 


Controller's Attestation of Company's Statement 

“The above income account and the accompany- 
ing balance sheet and earned surplus account of 
Jewel Tea Co., Inc., are in accordance with and cor- 
rectly prepared from the books of the Company, 
and exhibit, in my opinion, a true statement of the 
financial position of the Company on January 3, 
1942, and the results of its operations for the year 
then ended.” 


O reads a paragraph appended to the statements 

appearing in the annual report of this company. 

Beneath the paragraph appears the name of Mr. 
Allen U. Hunt, Controller. 

The statement includes also a signed report of a 
firm of public accountants. 

Mr. Hunt and his company appear to be leading 
the procession, along with a limited number of other 
companies, in following a procedure which seems 
at the least to be commendable. 


Extension of Time for Filing Returns 
| ie in February a welcome message was received 
by The Controllers Institute of America to the 
effect that local collectors of internal revenue have 
been given the authority once more to grant exten- 
sions of time up to sixty days, for filing income tax 
returns. The Institute had made a plea for that con- 
cession, and quickly passed the word to its members. 
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What British Industry Has Done To 


Meet War’s Emergencies 


We have many problems on the 
other side and everybody is inclined to 
blame everybody else, and you will no- 
tice in some of our daily papers a lit- 
tle sort of advertisement that appears 
every now and then which says, ‘Blame 
Adolph Shicklgruber not your poul- 
terer.”” 

We start off by saying that in fight- 
ing a total war, industry must be ready 
for changes and ready to submit to 
difficulties, and must not be always 
complaining about the difficulties. 
Great Britain is going through an in- 
dustrial revolution such as it has never 
faced before. It would have taken 
decades in time of peace to have ac- 
complished what has been done since 
the outbreak of war. 

The enormous changes in industrial 
organization that were necessary to en- 
able us to take our part in the first 
World War appear small compared 
with what we are now going through. 
The first thing to remember is that 
our whole policy is dominated by what 
is necessary for our war effort. In 
fighting modern war, nations must be 
ready to sacrifice all their peacetime 
interests, industrial and commercial, 
and this applies especially to Great 
Britain. 

The reason why modern war creates 
even greater problems for Great Britain 
than for other nations is because of 
our large population, forty-five million, 
on a tiny island, and the fact that we 
must import more than half the food 
we eat and most of the raw materials 
we require for war purposes, and even 
for civilian use. As we must import 
such a large proportion of our require- 
ments, we must still continue to export 
goods to pay for them, as although 
you are now very generously giving 
us help through the Lend-Lease Act, 
we had entered into enormous com- 
mitments before the passing of the 
Act. 

I think you gentlemen know that the 
total purchases for which we pay cash, 


By Sir Kenneth Lee, Bart., LL. D. 


made by the British Empire in the 
United States outside Lend-Lease since 
the beginning of the war, amounted to 
nearly $5,000,000,000. In addition to 
meeting this bill, we require a very 
considerable sum for recurrent obliga- 
tions that do not come under Lend- 
Lease. By recurrent obligations, I 
mean things we require, such as drugs, 
chemical manufactures, machinery com- 
ponents, road vehicles for public serv- 
ices, cranes, abrasives, wood pulp, and 
so on, that we need for private pur- 
poses and which we must get from this 
country. 

It must be remembered that from no 
other country from which we get sup- 
plies do we get them on Lend-Lease 
conditions, so we must also export 
goods to pay for what we receive from 
these countries. We have therefore 
reorganized our industries so as to pro- 
duce the maximum amount of muni- 
tions, a certain quantity of goods for 
export so as to pay for materials and 
food we require to import, and te- 
duced the production of goods for 
civilian use at home to the minimum. 


ECONOMIC MovEs By BRITAIN 


There are a number of factors which 
have made it possible to accomplish 


these objects. The most important ones 
are the regulations for limiting sup- 
plies for home consumption, the im- 
position of a wholesale purchase tax, 
what is called the concentration of 
production, the rationing of food and 
the rationing of clothing, our labor 
policy, labor control, wages, as well 
as war time finance. I propose to say 
just a few words about each of those 
different matters. 

The limitation of supplies order 
limited the amount of material of many 
kinds which manufacturers were per- 
mitted to use for home consumption. 
In the cotton industry, for instance, 
from April 1, 1941, the industry was 
allowed to sell in the British Home 
Trade only twenty per cent. of what it 
had sold in 1939. Other raw materials 
like leather, wool, timber, paper, were 
also severely rationed, and of course 
many commodities required for direct 
war purposes were entirely withdrawn 
from civilian use. 

I will just say a word about steel. 
The annual requirements for industrial 
purposes in England for use in rail- 
ways, collieries, public utilities, of steel, 
have been cut from 6,750,000 tons be- 
fore the war to 2,400,000 tons. To give 
you an example of a particular indus- 





| described by Sir Kenneth Lee. 


business men. 





An illuminating and instructive picture of war time industrial 
conditions in Great Britain, and of living conditions as well, was 
given by Sir Kenneth Lee, Bart., LL/D., in an address to the New 
York City Control of The Controllers Institute of America on 
| February 19. The speaker is a member of Britain’s Imperial Ship- 
| ping Committee. During the first year of the war he was in the | 
| Ministry of Information. He is in the United States as representa- | 
| tive of the British Industrial and Export Council. | 
| Rationing of food and clothing; imposition of a purchasing 
| tax; closing some factories to assure concentration of produc- 
tion; preventing work stoppages due to labor disputes; holding | 
wages at a stable level; the imposing of high taxes—these were 


This is information which will be of great value to American 


—THE EDITOR 











94 








a ae ae ore 


= ._Jf - wee A ot OS hlUlUlhlUlUlUC 











try, the automobile industry before the 
war was using more than 500,000 tons 
of steel a year, and this has been cut 
down to 30,000 tons, excluding vehi- 
cles built for the services—the Army 
—and even the 30,000 tons remaining 
is what is required for a limited num- 
ber of commercial vehicles and spares. 

At present there are many articles 
used for home civil purposes, such as 
metal furniture, bathroom fittings, 
metal bedsteads, lawn mowers, and 
things of that sort which are not being 
manufactured at all, and so far as ex- 
port is concerned, there is now a very 
wide range of goods which in accord- 
ance with the memorandum handed to 
your Ambassador on September 10 by 
Mr. Eden we are no longer exporting, 
owing to the materials being received 
by us under Lend-Lease or owing to 
there being no surplus available for 
export. 


ADOPTED PURCHASE TAX 


In July, 1940, a new tax called a 
“purchase tax’ was imposed. The 
purpose was to increase the cost of 
goods to the public, collect revenue, 
and so reduce consumption. The tax 
amounted to thirty-three and one-third 
per cent. on a large range of atticles, 
and sixteen and two-thirds per cent. 
on another range of goods. Food- 
stuffs were not included nor was young 
children’s clothing. 


SOME FACTORIES IN SPECIFIC 
INDUSTRIES CLOSED 


Then what is called the “‘concentra- 
tion of production” was another step 
making for efficiency. This plan was 
announced in May, 1941, and is prob- 
ably the most rigorous single project 
in Britain’s economic mobilization. It 
was found that rationing of raw ma- 
terials, and other restrictions owing to 
shortages, left many undertakings 
which were not working entirely on 
munitions in a position of being able 
to run their factories only part time. 
It was therefore decided that the only 
way out was to close sufficient factories 
in each industry affected so that the 
remaining factories could run full time. 
You will realize what serious problems 
resulted from this step. It has meant 
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the closing down of many factories 
with resulting loss to the owners. The 
idea was that the factories that re- 
mained open should compensate those 
that closed, and that the machinery of 
the closed factories should be kept in 
condition so that it could be started 
again after the war. 

The decision as to whether a par- 
ticular firm was to close was left in 
many instances to the industry itself 
to settle, but whether a firm had to 
close depended often on its geo- 
gtaphical situation. I know of one of 
the most efficient firms in a certain in- 
dustry which had to close down simply 
because they were so unlucky as to have 
their factory near a new large munition 
plant, and when that plant started up 
it required far more labor than was 
available in the district or that could 
be recruited and housed locally, so 
plants situated in the neighborhood 
which were making civilian goods were 
ordered to close. 

To give you an idea as to what con- 
centration means to a particular in- 
dustry I would take the cotton industry 
as an example. As far as spinning 
mills are concerned, 198 are being 
closed; of the weaving mills, 213 are 
being closed. The closing of these 
mills releases 50,000 workers who are 
being drafted to do munition work. I 
may say that the closing of those mills 
has practically been completed now. 


CLOSING BUSINESSES PAINFUL 
Jos 


A few weeks ago I received a letter 
from the man who is in control of this 
particular department, and he says: 
“You cannot imagine a more painful 
job than closing down businesses, tak- 
ing premises from their normal pur- 
pose and transferring them into war 
factories. An owner may very well see, 
and often does see, the labors of a 
lifetime irrevocably destroyed. Yet 
there is no grumbling, and calm acqui- 
escence in what is done, for nothing, 
needless to say, matters except to de- 
feat the Germans.” 

Very many articles are now fa- 
tioned, and rationing is one of the most 
important measures that have been 
taken by the Government to help our 
war effort. Severe rationing reduces 
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consumption and therefore makes ship- 
ping available for the transport of mu- 
nitions. 


Foop AND CLOTHING RATIONED 


Since the beginning of the war, vari- 
ous kinds of food have been rationed. 
At present, the amount of meat each 
person is allowed to have per week in 
Britain is limited to what can be 
bought for twenty-five cents, and many 
other things like butter, tea, sugar, and 
so on are being rationed. 

Clothing is also rationed. At the be- 
ginning of last June the government 
established a rationing system for cloth- 
ing. For a long time, as I have al- 
ready explained, manufacturers have 
been allowed to sell in the British home 
market only a percentage of what they 
supplied in 1939. The original lim- 
itation orders were based on cutting 
off the supply at the source, and by 
doing so to reduce the amount of goods 
in circulation. The principle on which 
the orders were based took no account 
of the buying capacity of the public 
and had no regard as to whether some 
people got all they wanted and others 
were unable to buy. 

Rationing, to be equitable, should be 
at the point of consumption, and while 
it may be immediately effective and 
simpler to cut the supply at the source, 
such action does not mean that dis- 
tribution to the individual will be pro- 
portionately reduced. 


RATIONING PuT AT POINT OF 
CONSUMPTION 


The new clothes rationing order 
which has recently been issued by our 
government puts the rationing at the 
proper point, that is at the point of 
consumption, in that in the new 
scheme, which is a coupon scheme, 
every person has an annual allowance 
of sixty-six coupons. Each one can 
spend these coupons wherever he likes 
and on whatever kinds of material or 
clothing he wishes. The coupons have 
no monetary value, as such, and there- 
fore the same number of coupons is 
required for a mink coat as would be 
required for a fifty dollar imitation, or 
indeed for any other kind of a wom- 
an’s coat. 

To show you what a man can get in 
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the way of an outfit for his sixty-six 
coupons, he can get a raincoat which 
is sixteen coupons; a suit is twenty- 
six; a pair of pajamas would be eight; 
a pair of shoes, seven; a pair of socks, 
three; a shirt, five; two handkerchiefs, 
one; and there he has used his sixty- 
six coupons. That is his year’s supply. 

I must say that the coupons can be 
used by the family as a family, and 
therefore the man or the husband 
usually gets far less than that. [ Laugh- 
ter. } 


ADAPTING FREE CHOICE OF WORK TO 
WAR TIME PRODUCTION 


I now wish to say something about 
our labor policy. When the war broke 
out, we found ourselves faced with 
the difficulty of adapting our peace 
time system of free enterprise, free 
choice of work, free action within the 
law, to the requirements of war time 
production. We were determined to 
do this in our own democratic way, not 
in the Nazi way, with concentration 
camps. 

It is now common knowledge that 
our first attempts were not entirely sat- 
isfactory. It took our people too long 
to turn over from peace, to conditions 
resulting from total war. I think we 
failed owing to the fact that we did 
not immediately have the war in our 
own country. At the beginning every- 
one expected air-raids and heavy loss 
of life, and when nothing happened 
during the first winter of the war and 
not even one bomb fell on London, 
there was considerable talk abroad of 
it being a phony war. Our people had 
also been taught to believe that the 
French army was the greatest army in 
the world, and that the Germans prob- 
ably were not all their noisy rantings 
cracked them up to be, and that sooner 
or later the balloon of the dictators’ 
power would burst with their own hot 
air. 


Took DISASTER TO AWAKEN PEOPLE 


Like so many of the other democra- 
cies it took disaster at close quarters to 
awaken us, the disaster of Dunkirk 
and the collapse of our allies, whom 
none of us believed would ever col- 
lapse. After these disasters, a violent 
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change came over the people, and this 
change made the people ready to wel- 
come the establishment of machinery 
to build themselves into an efficient 
organization for a complete and total 
war effort. 

An act to carry out this policy was 
the Emergency Powers Defense Act 
which was passed on May 22, 1940. It 
vested in the Minister of Labor and 
National Service the control and use of 
all labor. Mr. Atlee, a member of the 
War Cabinet, said in the House of 
Commons: “It is necessary that the 
Government should be given complete 
control over persons and property, not 
just some persons of some particular 
class of the community, but of all per- 
sons, rich and poor, employer and 
workman, man or woman, and all 
property.” 

The regulations made under this 
Act give the Minister power to direct 
any person in the United Kingdom to 
perform such services as may be speci- 
fied by directions issued by or on be- 
half of the Minister. 

Early in the war the Ministry of La- 
bor had established a Joint Advisory 
Council, representing the British Em- 
ployers Confederation and the Trade 
Union Congress, to advise the govern- 
ment on matters in which both em- 
ployers and workers had a common 
interest. 


PREVENTED STOPPAGES OF WAR 
WorK 


This Council realized that it was 
imperative that there should be no 
stoppage of work owing to disputes 
and made certain recommendations to 
the Minister with this end in view. 
The Minister agreed to these recom- 
mendations and they were issued in the 
form of an order in October, 1940. 

These recommendations provide that 
in cases where matters in dispute have 
not been settled by the existing ma- 
chinery of negotiation, they should be 
referred to arbitration for a decision 
which should be binding on all par- 
ties. The Minister has twenty-one days 
in which to decide whether to refer a 
dispute to the arbitration tribunal, and 
if he does so the result has to be ac- 
cepted. 

Not only was it considered vital to 


prevent the stoppage of work by 
strikes, but owing to the great short- 
age of labor it was also considered 
vital to see that both men and women 
were being utilized in the jobs for 
which they were best suited. 

In order that this might be accom- 
plished, arrangements were made by 
the Ministry of Labor for every man 
and woman of working age to regis- 
ter, giving particulars of their qualifica- 
tions and present employment. The 
Ministry is able to do this by means of 
what is known as the ‘‘schedule of re- 
served occupations.” This schedule 
takes into consideration the changing 
requirements of the forces and of in- 
dustry. 

Briefly, of course, the idea is to find 
the right man for the right job, to see 
that he gets it in the quickest possible 
time, and if he is already in it, to see 
that he is not taken out of it. 


HANDLING COMPETITION FOR LABOR 


During the earlier part of the war 
a competition began between employ- 
ers for certain kinds of labor. It was 
soon recognized that there would be 
more jobs than there were men and 
women to fill them. The Minister of 
Labor, therefore, scheduled certain 
kinds of occupations, making it illegal 
for employers in those industries to 
engage a worker, or to try to, except 
by notifying particulars of the vacancy 
to the local office of the Ministry of 
Labor. 

For instance, men in the building, 
contracting, and engineering trades are 
listed, and in consequence it is illegal 
for employers in these industries to 
steal each other’s labor. 

I should like now to say a word 
about wages. When the war broke out 
in England there were about two mil- 
lion workers whose wages depended 
upon a cost of living figure. That is 
to say, if the cost of living figure rose, 
their wages were automatically in- 
creased; if the cost of living figure 
fell, their wages were reduced. That 
was a fairly big block of people, and 
therefore it presented a problem for 
our government which has tried all the 
time to prevent inflation and rising 
wages. In order to prevent rising 
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Blueprint for Freedom 


Here in Hartford, three centuries 
ago, was first enunciated that basic 
principle of freedom—“‘the foundation 
of authority is the free consent of the 
people.”” Upon that foundation stand 
three hundred years of liberty. To- 
day, that liberty faces a threat which 
it has not experienced in generations. 
This threat is a challenge to free men. 
It calls for all our courage and all our 
intelligence. 

Our freedom is not just a pleasant 
condition. It is a dynamic force—a 
vital asset. For twenty centuries, two 
basic concepts have been at war, one 
with the other. The Old World way 
is the way of coercion. Its driving 
force is fear of punishment. The New 
World way is cooperation. Its guid- 
ing light is hope of reward. Under 
this incentive to initiative and enter- 
ptise, we Americans have enjoyed un- 
exampled material, social and spiritual 
progress. 

THE STAKE 


It is our manifest destiny to bring 
this philosophy of freedom to the rest 
of the world. Yet, today, we find it 
threatened. And the threat is the 
more serious because the idea which 
triumphs in the present struggle will 
dominate, through mechanization, for 
generations to come. The stake is the 
salvation of the world. 


PHYSICAL ASSETS 


Our great physical asset is our pro- 
ductive capacity. Yet productive ca- 
pacity is of little use without sufficient 
materials. The East Indies and Malaya 
are the sources of strategic materials 
of vital importance to our industry. 
Rubber is the foundation of our whole 
automotive economy. Tin, tungsten, 
chromium, manganese are required not 
only in the products of machines, but 
in the tools themselves. Little use there 
is in building enormous machine shops 
if there are not adequate materials to 
process. When the Japanese seize these 
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sources and deny them to us, they chal- 
lenge our greatest physical asset. 

The productive machine needs man- 
agement. We might expect that the 
people would look now to competent 
business men, who have management 
experience, but, unfortunately, we en- 
ter the war at a time when certain 
elements of business are out of popular 
favor. With managers of our pro- 
ductive capacity out of favor with gov- 
ernment, while a critical shortage of 
materials exists, then productive ca- 
pacity becomes a slender reed on which 
to lean. 


BUSINESS ILLS 


Business as a whole has suffered 
from the mistakes of a few. The dec- 
ade following the first World War 
was one of extraordinary activity and 
speculation. Security markets were di- 
verted from their legitimate purposes 
and the people resorted to gambling in 
them. When the bubble burst, resent- 
ment was intense, and good business 
has suffered ever since. All business 
has been punished for the excesses of 


the speculators. It hardly seems in 
the public interest for the people to 
continue to punish all business for 
these errors. 

The people themselves have made 
serious mistakes. We thought that 
World War I was fought to end wars. 
Until recently, we did not recognize 
the peace as a mere armistice in a 
struggle for world supremacy. We ex- 
pressed our strong desire for peace by 
disarming, and attacking our basic de- 
fense industries. We characterized its 
managers as ‘munitions racketeers,” 
“merchants of death” and ‘“‘war mon- 
gets.” To avoid this stigma, some of 
our major industries, upon which the 
country had depended for its weapons 
for generations, went into the manu- 
facture of silk hose and pocket knives. 
With public opinion so strong as to 
bring about this transition in estab- 
lished industries, one can well imagine 
the difficulties of the young aviation 
industry trying to gird for defense. 

In the decade following the war, 
profit was a measure of competence, 
and “‘profit’” was a good word. In the 








RESERVES FOR POST-WAR TRANSITION TO A PEACE | 
ECONOMY SHOULD BE ESTABLISHED NOW 


"If a contract with the government permitted a manufacturer to re- 
serve a given percentage of the contract price as a fund to be expended, 
under government control, for transition from the war to the peace 
economy, it would be unnecessary to set aside any annual profit to take | 
care of this. The contract could provide for a definite time limit, and | 
also specify that at the end of the period, any excess would be taxable | 
as income, and any deficiency would be charged against income. Such 
a simple change is not only equitable, and in the public interest, but it 
is desirable from every point of view, because it permits taking profit- 
eering out of war without impairing the stockholder’s original equity. 


So says Mr. Eugene E. Wilson, President of United Aircraft 
Corporation, in this address, delivered at the annual meeting of 
The Connecticut Bankers Association, Hartford, Connecticut, on 
January 22, 1942. Controllers of corporations with defense busi- | 
ness should read this penetrating analysis of war “profits,” re- | 
membering the problems that post-war adjustment will bring. 
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next decade, profit took on a connota- 
tion such that one now uses it with an 
apology. This new extreme is just as 
contrary to the public interest as the 
old, but we are apt to go to extremes. 
We need courageous leadership to help 
us maintain our balance. 

The story of my own company dis- 
closes some of the extraordinary fea- 
tures of our post-war development. 
Though, in 1941, our factories in East 
Hartford supplied three-quarters of all 
the aircraft propellers and half of the 
aircraft engines made in the United 
States, yet the company encountered 
extreme vicissitudes early in its prep- 
aration for its defense function. It 
came up the hard way, in a period that 
was not favorable for the creation of 
any new industry, and one in which 
any business pertaining to munitions 
encountered punitive resistance. 

The general unpopularity of “‘profit’’ 
was one of the strong weapons wielded 
against us. The popular cry was to 
“take the profit out of war.” The re- 
sult was to sap the sinews of defense. 
Congress singled out the shipbuild- 
ing and aircraft industries for legisla- 
tive profit control. Leaving aside the 
soundness of this in principle, the facts 
are that the particular method of con- 
trol was so destructive that save for 
foreign markets, the aircraft industry 
might not have survived. The reaction 
against profit bore down hard on a 
growing young industry struggling to 
prepare for the day when it would be 
the backbone of defense. 


THE FUTURE 


Our concern now is what to do in 
the period ahead. How can industry 
function to best advantage in the na- 
tional interest? When I say “indus- 
try,” I mean not management, but the 
whole body of defense industry—capi- 
tal, labor, supervision and _ technical 
staff. 


CAPITAL 


The very mention of the word “‘cap- 
ital” recalls the degree to which this 
word has also been given a bad con- 
notation. Our people have been led 
to think of capital and capitalists as 
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selfish ogres, whose interests are con- 
trary to the public interest. As a mat- 
ter of fact, we, the people, are the 
capitalists. Ownership of corporations 
is in the hands of the public. Thou- 
sands of stockholders, the vast majority 
of modest means, are dependent upon 
corporations for their security. Private 
ownership is one of the privileges of 
a free people. 

In the last twenty years management 
has undergone great changes. Large 
industries today are seldom closely held 
or privately controlled. It is seldom 
that the actual managers have any im- 
portant or controlling financial inter- 
est. The modern manager is like any 
other salaried worker in the organiza- 
tion, capable of holding his job only 
so long as he produces. Incidentally, 
the real responsibilities and burdens on 
his shoulders are seldom realized by 
those who have not had to bear such 
responsibilities. The very fact the 
modern manager is not an important 
owner of his business means that it is 
other people’s money he is handling, 
and there are few greater responsibili- 
ties than this. 

If there has been anything wrong 
with capitalism in this era of unrivaled 
prosperity, it is not that the system has 
been wrong, but that certain of its 
members have misused or abused it. 
In the same way that the large body 
of good management suffers from the 
faults of the minority, so has the capi- 
talistic system borne the brunt of the 
mistakes of the few. 


THE PROBLEM 


If we are to understand the basis of 
our present difficulties, we must face 
the facts. First of all, since we are a 
free people, government reflects the 
will of the people. If business is out 
of favor with the people, it must take 
steps to reestablish itself. This must 
be done without departing from sound 
business principles, for business prin- 
ciples are basic. They never change, 
though public opinion may. 

Take the matter of profit—that word 
which was almost the sole measure of 
competence in the decade following 
the War. To avoid some of its im- 
plications, we now use the word “‘earn- 


ings.” But, whether we talk of profits 
or earnings, we use definitions that are 
a carry-over from the decade when 
profit was a good word. 
The fundamental business equation 
is 
Income — Expenses = Profit 


In setting up the figures of this equa- 
tion, we fix upon an arbitrary period 
of time, such as a calendar year, or a 
fiscal year. This misleads us, because 
the real period of accounting should 
be long enough to cover the full cycle 
of operations, over good years as well 
as bad. Fundamentally, the expenses 
of covering the full cycle should be 
currently accounted for as elements of 
cost. 

If we take this item of cost out of 
earnings, we have remaining the 
amount required for dividends and the 
amount to go into our surplus. Let us 
consider dividends a moment. At 
present, we think of them as the stock- 
holder’s share in our earnings. We 
might just as well consider them as in 
the nature of a fixed charge for hiring 
capital. 

If we think of dividends in the na- 
ture of a fixed charge against oper- 
ations, we have remaining in profit 
only what we need to transfer to sur- 
plus. Now, while it would seem that 
in times of peace, corporations should 
be permitted to transfer to surplus 
whatever they can earn in the competi- 
tive field, the situation may change in 
times of war. Then, on government 
business, during a national emergency, 
it may be argued that a corporation 
should not expect to profit by the 
emergency. It should rather lend its 
resources in the people’s cause. 

In other words, industry might well 
stabilize profits in time of emergency, 
provided it can cover all the costs of 
the product. In addition to the usual 
running costs of operation (labor, ma- 
terial, overhead, and the like,) corpora- 
tions operating in the national defense 
have the expenses of converting their 
peacetime operations into wartime op- 
erations. This will involve training 
of men, rearrangement of plant, and 
many other items. 

Government is today willing to al- 
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low this cost as a charge against the 
defense product. However, as certain 
as night follows day, there is another 
cost, and that is the cost of going out 
of defense business. At the end of the 
defense activity, business will have to 
rearrange its plant and hold its person- 
nel pending the readjustment of its 
affairs to operate in peacetime condi- 
tions. There is, at present, no pro- 
vision whereby the cost of these op- 
erations can be charged against the 
defense product, but such provision 
could be had by a simple change in the 
revenue law. 

Thus, if a contract with the govern- 
ment permitted a manufacturer to re- 
serve a given percentage of the con- 
tract price as a fund to be expended, 
under government control, for transi- 
tion from the war to the peace econ- 
omy, it would be unnecessary to set 
aside any annual profit to take care 
of this. The contract could provide 
for a definite time limit, and also 
specify that at the end of the period, 
any excess would be taxable as in- 
come, and any deficiency would be 
charged against income. Such a simple 
change is not only equitable, and in 
the public interest, but it is desirable 
from every point of view, because it 
permits taking profiteering out of war 
without impairing the stockholder’s 
original equity. 


STOCKHOLDER’S EQUITY 


Now, it is in the public interest that 
the stockholder’s equity be not im- 
paired, because we must look to the 
manufacturer to provide employment 
for his fellow-workers when the war 
is over. The sooner he can effect the 
transition from government war work 
to non-defense product, the sooner will 
prosperity return. Both the stockhold- 
er’s security, and the worker’s security 
demand conservation of the enterprise. 


SECURITY 


In setting up this reserve, the man- 
ufacturer will provide as far as he can 
for the security of his fellow employ- 
ees. Thrifty individuals will endeavor 
to accumulate savings to tide over the 
transition period, but the company 
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should accept a share of responsibility 
for its workers. This Reserve for 
Transition will be used to rearrange 
the plant, reconstitute the personnel to 
new requirements and maintain em- 
ployment at the highest possible level. 
This has two important aspects. First 
of all, if industry assumes its share of 
the responsibility for the security of its 
own people during this interval, there 
will be every incentive for industry to 
accelerate the return to normal oper- 
ations. In other words, the security 
will be on a business basis, rather than 
a charity. Beyond this, the accumula- 
tion of such reserve out of defense cost 
is in the public interest, because the 
maintenance of purchasing power will 
provide the funds with which to ac- 
celerate the return to non-defense pro- 
duction in all industry. 

In the last decade, we have accepted 
the Federal Government’s responsibil- 
ity for a certain part of social security, 
but it does not seem either wise or ex- 
pedient to look to the government to 
carry the whole burden of this transi- 
tion period. Government (local, state 
or federal) provides for old age and 
unemployment insurance. The people, 
through their government, have ac- 
cepted the responsibility for the un- 
employables (relief). But the de- 
fense industry can assume part of the 
responsibility for the security of its 
own people by establishing a Reserve 
for Transition from war to peace. 


BOOKKEEPING 


As a matter of fact, if we view the 
financial record over the cycle of the 
emergency, instead of on the annual 
accounting basis, we find that the re- 
serve will have been consumed, and 
that we treat it as a reserve only be- 
cause of the usual, annual, fiscal re- 
quirements of accounting statements 
and tax returns. 

Again, if normal dividends to stock- 
holders are considered in the nature of 
a fixed charge over the emergency and 
included in cost, the company will have 
no profit (surplus) and will, therefore, 
have nothing to tax. As a matter of 
fact, this was the record of the last 
war. Some were deceived by month 
to month statements of apparent 
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“profit,” but when the final score was 
cast up, there was no real profit, and, 
in fact, no defense industry. 

For the purpose of annual account- 
ing and tax return requirements, the 
government pays money as part of the 
sales price, which finds its way into 
gross profit and is then recovered in 
taxes. This gives the appearance of 
high prices, high profit and high taxes, 
when, if the transaction is viewed 
properly over the emergency period, 
there has never been either profit or 
tax. 

This is so important that we may 
well pause and look at it another way 
around. The reserve and dividend are 
really parts of cost. We now see the 
real cost of our defense product in- 
clusive of all contemplated charges. 
This total cost becomes the sales price 
to the government for defense prod- 
uct. Sales price, stripped clear of taxes, 
is no longer established at levels which 
make it necessary to levy taxes against 
defense industries. 


SALARIES AND WAGES 


There is another element of pro- 
found importance to us, and that is our 
attitude toward compensation. En- 
lightened employers think of salaries 
and wages as incentive compensation. 
Unenlightened ones, and the few give 
the bad name to all of industry, are 
prone to resist increases in salaries and 
wages on the narrow grounds that such 
increases raise costs and impair their 
competitive situation. Of course, this 
is the narrowest kind of approach. The 
great hidden variable is the produc- 
tivity of the employee. If compensa- 
tion is so regulated as to reward the 
employee, it will stimulate his produc- 
tion and so reduce costs. The enlight- 
ened employer looks at compensation, 
then, as an investment, and the man- 
ner in which he administers it deter- 
mines the degree to which it provides 
an incentive. 


GOVERNMENT BUSINESS 


Now, as manufacturers move into 
government business, that is, business 
with the whole people, they find pro- 
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The Revenue Act of 1941 and the 
Excess Profits ‘Tax 


The Revenue Act of 1941 made four 
major changes in the computation of 
the excess profits tax with varying ef- 
fects on the corporate taxpayer. One 
of these changes, namely the reversal 
of the deductions for the excess profits 
tax and the normal tax, affects not only 
the amount of the excess profits tax 
payable but the normal tax and the 
new corporate surtax as well. 

The excess profits tax rates, applica- 
ble to corporations operating on the 
calendar year 1941 or a fiscal year be- 
ginning in any month in 1941 and 
ending in 1942, were raised ten per- 
centage points in each bracket. The 
new rates begin at 35 per cent. on the 
first $20,000 of adjusted excess profits 
net income and rise to 60 per cent. on 
an adjusted excess profits net income 
in excess of $500,000. This is in con- 
trast to a starting rate of 25 per cent. 
and a maximum rate of 50 per cent. 
on the same brackets for 1940. 

The reduction of the invested capi- 
tal credit will affect only the larger 
corporations. According to the 1941 
Act, the invested capital credit con- 
sists of eight per cent. of the invested 
capital of the corporation (the sum of 
the equity invested capital and bor- 
rowed invested capital) up to $5,000,- 
000 and seven per cent. on the amount 
in excess of $5,000,000. 


No Tax DEDUCTIONS IN 
COMPUTATION OF INCOME OF BASE 
PERIOD YEARS 


The Revenue Act of 1941 provides 
that in computing the excess profits 
net income for the taxable year and 
the base period years (1936 to 1939, 
inclusive), no deduction may be taken 
for the Federal income taxes applicable 
to those years. However, before com- 
puting the normal tax and the new 
corporate surtax, the amount of the 
excess profits tax may be taken as a 
deduction. Under the prior law, the 
Federal income tax was a deduction 
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from net income before the computa- 
tion of the excess profits tax. 

The reversal of the deductions has 
several far reaching and important ef- 
fects on the corporation. Where a 
corporation uses the income method as 
the basis for its excess profits credit, 
the elimination of the deduction of 
Federal income taxes in computing the 
income for each of the base period 
years will increase the average base 
period net income and, hence, the ex- 
cess profits credit. Secondly, in de- 
termining the amount of the 1940 
unused excess profits credit, which is 
allowable as a carry-over to the two suc- 
ceeding years (1941 and 1942), both 
the excess profits credit computed un- 
der the income method and the excess 
profits net income for 1940 must be 
recomputed without the allowance of 
the reduction for Federal income taxes. 


ORDER OF TAXES 


Since the excess profits tax is de- 
ductible before computing the normal 
tax and the surtax but not before com- 
puting the declared value excess profits 
tax, the corporation must logically fig- 
ure its various taxes in the following 
order: 


1. Declared value excess profits tax. 
2. Excess profits tax. 

3. Normal tax. 

4, Surtax. 


Thus, where a corporation is liable 
for an excess profits tax, the net in- 
come subject thereto will be different 
than the net income subject to the 
normal tax and the surtax. Hence, any 
deduction, such as contributions and 
depletion, which are limited to a cer- 
tain percentage of net income may not 
be the same in the amount of maxi- 
mum deduction. For example, if a cor- 
poration has a net income (computed 
without regard to the deduction for 
contributions) subject to the excess 
profits tax of $100,000, its maximum 
deduction for contributions will be five 
per cent. of $100,000, or $5,000. Sup- 
pose the excess profits tax amounted 
to $20,000, the net income for nor- 
mal tax and surtax purposes would be 
$80,000 and the maximum deduction 
for such contributions would be five 
per cent. of $80,000, or $4,000. In 
the same way where depletion is a fac- 
tor, the deduction for percentage de- 
pletion is limited to 50 per cent. of the 
net income applicable to each tax. 


DIVIDENDS AFFECTED 


The change also affects the compu- 
tation of the amount of the earnings 
and profits to determine if the distri- 
butions to the stockholders of a cor- 
poration are out of earnings and profits 
of the current taxable year and the ex- 
tent of the relief a corporation may 
secure because of abnormal base period 





MAJOR CHANGES IN COMPUTATION OF THE EXCESS 
PROFITS TAX 


In this address, delivered on January 14, 1942, before the 
Baltimore Control of the Controllers Institute of America, Mr. 
Rumpf outlines and discusses the four major changes in com- 
putation of the excess profits tax under the Revenue Act of 
1941, 

As the Federal Tax Editor of Prentice-Hall, Inc., Mr. Rumpf 
speaks authoritatively on a subject that is of urgent interest to 


all controllers. 
—THE EDITOR 
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conditions. In the first instance, the 
earnings may not be reduced by the 
income taxes applicable to that year. 
For abnormal base period net income, 
the limitation is based on the normal- 
tax net income without deduction of 
the excess profits tax. 

A new capital allowance, equal to 
125 per cent. of the amount of new 
capital paid in, is permitted for tax- 
able years beginning in 1941. Thus, 
under certain conditions, a corporation 
may increase the amount of new capital 
includible in equity invested capital 
by 25 per cent. more than under the 
previous law. If none of limitations 
discussed below apply and a corpora- 
tion had an equity invested capital of 
$100,000 and it sold an additional 
$100,000 of capital stock, its equity in- 
vested capital would be $225,000 
($100,000 plus $100,000 plus addi- 
tional $25,000) under the new tule. 
New capital for this provision of the 
law is defined as money and property 
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paid in for stock, as paid in surplus, or 
as a contribution to capital and tax- 
able stock dividends. It does not in- 
clude an increase in borrowed capital. 


New CAPITAL PROVISIONS CREDIT 
ONLy GENUINE CAPITAL INCREASES 


In general, it may be said that the 
limitations inserted in the law are de- 
signed to permit the additional credit 
only in cases of a bona fide increase 
in capital and not merely from a read- 
justment of the capital structure. The 
new capital provision may not be used 
(1) where the capital was acquired 
through a tax-free exchange; (2) 
where it was paid in to a controlled 
corporation or by other corporations 
who are members of the same con- 
trolled group of corporations and (3) 
where stock distributions are made to 
members of the same controlled group 
of corporations. 

Under two circumstances, the 
amount of the net capital subject to 
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the new provision must be reduced. 
One, the amount of new capital must 
be decreased by the amount by which 
the inadmissible assets at that time in- 
creases over the total inadmissible as- 
sets at the beginning of the corpora- 
tion’s first excess profits tax taxable 
year beginning after December 31, 
1940. Two, the amount of new capi- 
tal must be reduced by the distribu- 
tions to stockholders made after the 
beginning of the corporation’s first ex- 
cess profits tax taxable year beginning 
after December 31, 1940 out of earn- 
ings and profits accumulated prior to 
the beginning of such year. 

The maximum allowance for new 
capital under the 125 per cent. rule is 
an amount which does not exceed the 
excess of the total equity invested capi- 
tal and borrowed capital over a similar 
total on the first day of the corpora- 
tion’s first excess profits tax taxable 
year beginning after December 31, 
1940. 


Price Control Is Found Inadequate 
To Prevent Inflation in Sweden 


According to an article by Erik T. H. 
Kjellstrom, published January 18 in 
the New York Herald Tribune, price 
control was instituted in Sweden at the 
very outbreak of the war in Europe. 
Experience has shown Sweden, how- 
ever, that price control is not enough. 
Much more must be done to prevent 
an inflation. 

Since August of 1939 Swedish 
wholesale prices have risen approxi- 
mately 60 per cent., while the cost of 
living has increased 35 per cent. Fur- 
ther increases are expected unless ex- 
cess purchasing power is efficiently cur- 
tailed. 

Despite a sharply increased tax bur- 
den, government expenditures far ex- 
ceed government income. The Swedish 
national debt has risen almost three- 
fold since the war began, or from 2.7 
billions to 6.1 billions of crowns. The 
current deficit is estimated to run close 
to 1.8 billion crowns as compared with 
48,000,000 “to the good” in the last 
pre-war fiscal year. 


Two unforeseen events have con- 
tributed very strongly to the rise of 
prices in Sweden. One is Germany's 
invasion of Norway, which brought 
Sweden’s normally large trade with the 
Western democracies to a virtual stand- 
still and forced Sweden to rely upon 
the scant markets within the Baltic 
sphere, mainly Germany. The other 
and almost equally important factor 
is to be found on the domestic market. 
Not one, but two very bad harvests 
have occurred since the war began. 
As a result farmers have demanded 
higher and higher prices for their 
products, while import prices have 
risen sharply, especially as regards 
coal, coke and other fuel products. 

The Price Control Board has con- 
centrated its attention, largely by means 
of voluntary agreements, upon pre- 
venting inevitable price increases from 
spreading unduly to industry and com- 
merce. The Price Control Board has 
studiously avoided the enforcement 
of maximum prices, however. A spe- 


cial Defense Price Board has cooper- 
ated with the Price Control Board in 
the general field of government de- 
fense contracts, in order to prevent 
government defense purchases from 
forcing up prices to the detriment of 
the national budget. In addition, sev- 
eral price bureaus have been set up 
by various private economic associa- 
tions as an aid to the Price Control 
Board. 

Wages and farm prices are not di- 
rectly under the supervision of these 
agencies. Wages are set by national 
agreements between employers and em- 
ployees. Farm prices, on the other 
hand, are controlled by government 
commissions. 

As a whole, labor has cooperated 
well. Wages and salaries (govern- 
ment) have been raised only by about 
50 per cent. of the increase in cost of 
living. The farmers, on the other hand, 
have demanded higher prices in or- 
der to maintain their buying power. 


(Please turn. to page 130) 





The “Last-In, First-Out” Method, 


Or, Elective Inventory Valuation 


The fact that the conventional meth- 
ods of accounting fail to segregate in- 
ventory appreciation or depreciation, 
and, therefore, do not properly describe 
expendable profits, has been known to 
economists and accountants for a great 
number of years. A growing number of 
businessmen are coming to recognize 
the fundamental error in the generally 
accepted definition of current business 
income. When current income includes 
the element of inventory appreciation 
or depreciation, it causes a false con- 
ception of the true results. This is a 
matter of utmost importance since it 
influences businessmen in their vital 
decisions, and it is therefore impera- 
tive that the information they rely on 
should reflect the true situation as ac- 
curately as it is possible to determine it. 

That the normal year-to-year fluc- 
tuation in values of fixed property 
should not be reflected in income (ex- 
cept for regular depreciation) has been 
accepted as correct practice. The utili- 
zation of a current increase in fixed 
property values as a basis for dividend 
distribution would certainly be con- 
demned and the assessment of taxes on 
such an increase would be resisted. The 
Revenue Act does not impose such 
taxes and it is only when the property 
is disposed of that any profit so real- 
ized is taxable. Yet, under conven- 
tional methods of accounting, the appre- 
ciation or depreciation in the normal 
inventory that a business must carry to 
keep operating is reflected in current 
results and thus is subjected to the 
various factors affecting income. 


NorRMAL INVENTORY AS FIXED 
PROPERTY 


How faulty this is can easily be 
understood if one will realize that a 
business must carry a certain minimum 
of inventory to carry on its operations 
and that it can only realize the profit 
or loss on that inventory if it is liqui- 
dated and not replaced. That, of 
course, would mean going out of busi- 


ness. So the normal or base inventory 
is as much fixed property as are build- 
ings or machinery for all the effect 
a rise or fall of values therein has on 
expendable income. Such normal in- 
ventory is best illustrated by the oil 
in a pipe line of an oil company. The 
oil therein cannot be sold if the line is 
to operate. Therefore, any rise or fall 
in the price of oil should not apply to 
the oil in the line any more than the 
variations in price of steel are applied 
to the book value of the line itself. 


INVENTORY “PROFITS” 


The similarity between inventory 
profits and unrealized capital gains is 
so important that another illustration 
to show the relationship is in order. 

Let us assume that a man buys a 
home for $10,000. Later he sells it 
for $15,000. He feels pretty good 
about it, having made what he con- 
siders a 50 per cent. profit. But when 
he finds that to buy another home 
which will suit his needs and satisfy 
his wife he has to pay $15,000 for it, 
which he does. Is he any better off? 
Hardly, for, after paying income tax 
on the profit of $5,000, he still has an 
investment comparable to his original 
one. So he is out the tax on his trans- 
action. The analogy between this and 


a going business with necessary stocks 
of goods is clear. 

The only fundamental difference be- 
tween the home-owner illustration and 
the facts of a going business is that 
the former can sell his home for cash 
and move to an apartment and await 
the fall in prices before buying an- 
other home. Most businessmen can- 
not possibly follow a course of that 
kind. In order to supply their trade 
they have to go on operating with 
normal inventories. They cannot with- 
draw from the business and await a 
fall of prices. They must expect even- 
tually to lose the inventory profits 
they temporarily gain from a general 
rise in prices. As long as a business 
keeps going and does not sell out, 
the profits on the inventories are un- 
realized and therefore unexpendable. 

There we have the problem. What 
to do about it? As stated in the open- 
ing sentence, the fallacious nature of 
inventory profits has been known for 
many years, and several methods have 
been devised and used to eliminate or 
segregate inventory gains from pub- 
lished earnings. The three most com- 
mon are: 


1. The Base Stock Method 
2. The Inventory Reserve Method 
3. The “‘Last-in, First-out’’ Method. 








| WHAT SHALL IT BENEFIT A MAN THAT HE SELL FOR A 
| HIGH PRICE WHEN HIS REPLACEMENT 
COST BE EQUALLY HIGH? 


| That is the question which the “First-In, First-Out’’ system 
| did not seem to answer. Proponents of the “Last-In, First-Out’’ 
method claim to have found the answer in this method. 

In the above article, which was written by a member of The 
Controllers Institute of America and circulated to the depart- 
ment heads, plant managers, plant auditors, territory man- 
agers, chief clerks, district managers and district auditors of his 
company, a prominent controller states the reasons why his 
company has changed to the “Last-In, First-Out’’ method of 
inventory valuation. No controller interested in this much- 
talked-of problem can afford to pass his observations by. 


—THE EDITOR 
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The first or base stock method is to 
determine the minimum volume of in- 
ventory on which a business can oper- 
ate, then to set a price on that volume 
and retain it throughout the years with- 
out change regardless of where the 
price may go. Price variations, there- 
fore, will affect only the excess of the 
stock over the base, and thus any ap- 
preciation or depreciation on the base 
stock is eliminated. 


INVENTORY RESERVE METHOD 


The second or inventory reserve 
method provides for no change from 
the conventional valuation of inven- 
tories, and inventory profits are, there- 
fore, included in the accounts. How- 
ever, a calculation is made of the 
estimated inventory appreciation and a 
reserve is set up to offset expected losses 
thereon. In effect it is setting aside a 
portion of surplus earnings as shown 
on the books in a separate account; in 
other words, an allocation of surplus. 
This is the method used by our com- 
pany prior to 1941. 

Neither the base stock nor the in- 
ventory reserve method has been recog- 
nized by the Revenue Act for tax pur- 
poses, and to that extent they have 
failed in completely fulfilling their 
function. The ‘‘Last-in, First-out’’ 
method has now been so approved, 
and, therefore, presents the most ef- 
fective method thus far devised of ac- 
complishing the desired result. 


“LAST-IN, FIRST-OUT”’ 


The ‘‘Last-in, First-out’’ method is 
of comparatively recent origin and has 
been used to some extent in the oil 
refining and copper industries, and to 
a limited extent in the tanning busi- 
ness. The Revenue Act of 1938 ex- 
tended to tanners and processors of 
non-ferrous metals the privilege of 
using ‘An Elective Basis of Inventory 
Valuation’”” commonly known as ‘“‘Last- 
in, First-out.” In 1939 this privilege, 
under certain conditions, was extended 
to all taxpayers. 

Under this method the inventories 
are priced at cost, and, as the name im- 
plies, it is assumed that the goods cur- 
rently sold are those last acquired. 
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Therefore, the closing inventory re- 
mains at the same price as the opening 
inventory provided there has been no 
increase in the volume of the inven- 
tory. If the closing inventory exceeds 
the opening inventory, then it is priced 
first at the same price as the opening 
inventory to the volume of such open- 
ing inventory, and the additional vol- 
ume at the cost of either— 


1. Goods in order of acquisition 
2. Average purchases during the year 
3. Goods most recently acquired. 


Because of the numerous units in- 
volved, our Company has found the 
third basis the most practical for its 
use in pricing such additional volume. 
For example— 


Let us assume an opening inventory of...... 
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pared to the market basis is illustrated 
in Example (A). It will be noted that, 
as the stocks are increased, the last 
acquisitions are priced at the latest 
price. As they decrease, the latest ac- 
quisitions disappear first, eventually 
leaving the original quantity at the 
original price. When that quantity is 
further reduced, the price remains the 
same but the new low quantity be- 
comes the new base for future pricing 
of that quantity. Then the process of 
acquisition of new goods follows the 
same pattern as described above. 

As previously stated, over a period 
of years (when the price cycle is com- 
pleted) and in the absence of unusual 
conditions or circumstances, the results 
by either method, that is, the Cost or 
Market, or the L.I.F.O., should equal- 


ade ee anaes ene 100,000 Ibs. @ 20¢—$20,000 


and a closing inventory on conventional basis of............150,000 Ibs. @ 25¢— 37,500 
On -L.EEO, basis this: would show 98. ..« . .< :cci seecwecaes 100,000 Ibs. @ 20¢— 20,000 
plus 50,000 Ibs. @ 25¢— 12,500 

$32,500 

This, you will note, has eliminated the inventory appreciation of..........5 cents per Ib. 


on the normal stock of 100,000 Ibs. 

held at the beginning of the period. 

As stock is reduced, the latest cost is 

used first; in other words, applying 

current costs against current sales, or 
an approximate replacement cost basis. 

By this method, it is apparent, re- 
sults will be reduced on a rising mar- 
ket. Conversely, on a falling market 
they will be increased as the loss in 
value of the normal inventory is elim- 
inated since it is fixed against price 
depreciation as well as against appre- 
ciation. Generally speaking, over a pe- 
riod of years the results should approx- 
imate the same by either method. The 
benefits in the L.I.F.O. method are 
that— 

1. It prevents the overstatement of real 
profits or losses and places them in 
the year in which they are realized. 

2. It prevents the payment of taxes on 
unrealized inventory profits. Taxes 
will be paid when profits are actually 
realized. 

3. It tends to improve financial adminis- 
tration by showing expendable earn- 
ings more reliably. 

4. It helps to reduce violent fluctuations 
and to level off peaks and valleys. 


The pricing of goods under the 
elective (L.I.F.O.) method as com- 


ize; the advantage of the latter being 
that the results of the respective years 
are more correctly evaluated. Example 
(B) shows how this works. The illus- 
tration is, of course, greatly simplified. 


May REDUCE BUSINESS 
FLUCTUATIONS 


The foregoing outlines the mechan- 
ics of the method and only lightly 
touches on the far-reaching effect of 
it not only on the particular business 
adopting it, but on economic condi- 
tions generally. A better understanding 
of the principles which led to its de- 
velopment and which it is designed to 
convey accurately may do much to 
avoid or at least reduce the wide fluc- 
tuations in business as a whole. The 
extremes of over-optimism and over- 
extension that occur when inventory 
profits develop will be greatly reduced. 
Considerable material has already been 
written on this; more will be forth- 
coming as the use of the method re- 
ceives wider acceptance. Everyone who 
wishes to understand clearly the effects 
of correct price administration should 
study the subject closely and keep in- 
formed on its development. 





104 


As outlined in our last annual re- 
port, we have elected to use the 
L.I.F.O. method of valuing certain in- 
ventories. The adjustments in inven- 
tories and results are recorded only in 
the general ledger and are not shown 
in the operating accounts of the various 
units. Subsidiary corporations make 
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their own final entries. Further appli- 
cation to other products, as well as the 
extension of the principle to operating 
departments, is receiving study. 

The practical application of L.I.F.O. 
is dependent on a number of condi- 
tions, such as: 


The goods to which it is to be applied 
must be of a similar nature or character, 
not style items or models that change from 
year to year. 

The business must carry large inventories, 
either because of large volume or slow turn- 
over. 

As a practical matter, it is more desir- 


(Please turn to page 127) 


(A) 
ILLUSTRATION OF ELECTIVE INVENTORY PRICING METHOD MARKET vs. LAST-IN, FIRST-OUT 
































Market Last-in First-out 
# @ $ # @ $ 
Inventory Increase 1—1-—41 100 6 6.00 100 6 6.00 
20 8 20 8 
Inventory Increase 1-1—42 120 8 9.60 120 7.60 100 6 6.00 
20 10 20 10 20 8 1.60 
100 6 6.00 
Inventory Decrease 1—1—43 140 10 14.00 140 9.60 20 8 1.60 
20 20 20 10 2.00 
Inventory Decrease 1-1—44 120 8 9.60 120 7.60 100 6 6.00 
20 20 20 8 1.60 
Inventory Decrease 1-1-45 100 6 6.00 100 6.00 100 6 6.00 
20 20 
Inventory Increase 1-1—46 80 4 3.20 80 4.80 80 6 4.80 
20 8 20 8 
Inventory Increase 1-1—47 100 8 8.00 100 6.40 80 6 4.80 
20 10 20 10 20 8 1.60 
80 6 4.80 
Inventory 1-1-48 120 10 12.00 120 8.40 20 8 1.60 
20 10 2.00 
(B) 
PRICE CYCLE 
Results 
Better or 
(Worse) by 
Using 
Cost or Market Market Last-in First-out L.I.F.O. 
Inventory 10—-1—40 50,000,0004 6c $ 3,000,000 Up 50,000,000# 6c $ 3,000,000 
Purchases 100,000,000 10 10,000,000 “i 100,000,000 10 10,000,000 
150,000,000 82g 13,000,000 = 150,000,000 824 13,000,000 
Cost of Sales 100,000,000 8 8,000,000 fe 100,000,000 10 10,000,000 (2,000,000) 
Inventory 10—1-—41 50,000,000 10 5,000,000 Steady 50,000,000 6 3,000,000 
Purchases 100,000,000 10 10,000,000 se 100,000,000 10 10,000,000 
150,000,000 10 15,000,000 ’ 150,000,000 828 13,000,000 
Cost of Sales 100,000,000 10 10,000,000 ss 100,000,000 10 10,000,000 Even 
Inventory 10—1—42 50,000,000 10 5,000,000 Down 50,000,000 6 3,000,000 
Purchases 100,000,000 6 6,000,000 + 100,000,000 6 6,000,000 
150,000,000 714 11,000,000 “ 150,000,000 6 9,000,000 
Cost of Sales 100,000,000 8 8,000,000 ° 100,000,000 6 6,000,000 2,000,000 
Inventory 10—1-43 _50,000,000 6 $ 3,000,000 50,000,000 6 $ 3,000,000 
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Accounting Treatment of Unamortized Discount 
and Expense and Redemption Premium on 
Bonds Refunded Prior to Their Maturity Date 


Paragraph (13) of Page 21 of Ac- 
counting Research Bulletin No. 2 is- 
sued in September, 1939, by the Com- 
mittee on Accounting Procedure of the 
American Institute of Accountants 
reads in part as follows: “In the com- 
mittee’s opinion, however, exception 
should be taken to spreading the item 
over the life of the new bonds.” Said 
item has reference to the subject of fi- 
nancial costs. 

The following comments relate di- 
rectly to the aforequoted opinion of 
that able Committee, and suggest a fi- 
nancial accounting application which 
it is hoped will tend at least partially 
to bridge the long standing difference 
of opinion as to whether the amortiza- 
tion of such financial costs should be 
effected over the entire life of a re- 
funding issue or only over that portion 
thereof represented by the unexpired 
life of the bonds so refunded. Discus- 
sions on these points were very much 
in evidence during the annual meeting 
of the Controllers Institute of America 
held in New York City last fall, which 
confirms the fact that there continues 
to be considerable lack of uniform 
opinion on that subject. 


ANALOGOUS TO PREPAID RENT? 


Definitely regarding such financial 
costs as being in the nature of prepaid 
interest, is it not reasonable to regard 
them as being analogous accounting- 
wise to prepaid rent (the former items 
representing prepaid rent of funds and 
the latter item representing prepaid 
rent of property)? Certainly those 
items are parallel as to accounting ap- 
plication insofar as classifying them as 
being chargeable to financial and op- 
erating costs, respectively, applicable 
to future accounting periods. Assum- 
ing that we are in agreement on that 
point, let us review a rather academic 


By Raymond E. Brennan 


prepayment problem seemingly per- 
tinent in this connection. 

A ten-year lease which involved a 
rental prepayment of $100,000 for the 
entire period thereof provides that any 
unearned portion of such prepayment 
is subject to forfeiture by the lessee if 
the lease is cancelled during any part 
of that ten-year period. After nine 
years of the lease have expired, the 
lessee decides to cancel it (thereby sac- 
rificing the $10,000 unearned portion 
of the prepaid rent) and to execute a 
more advantageous lease requiring a 
prepayment of $90,000 for the ten- 
year life covered. Would it not appear 
to be perfectly good accounting to re- 
gard the true cost of the new lease as 
being $100,000 and to write off to op- 
erating costs that prepayment over the 
ensuing ten-year period at the annual 
rate of $10,000? Most assuredly, op- 
erating costs would be distorted if such 
costs applicable to the first year of the 
new lease were charged $19,000. It 
would seem that such accounting treat- 
ment is proper notwithstanding that 
the lessee may or may not have been 
in position a year later to have ob- 
tained a lease more favorable in its terms 
than was the new lease so executed. 


DISTRIBUTING FINANCIAL COSTS BY 
ACCOUNTING PERIODS 


Taking for granted that the immedi- 
ately above outlined procedure is not 
subject to criticism, why should the 
first-mentioned ‘‘prepaid interest”’ items 
be amortized in any different basic 
manner than said prepaid rent item. 
Indeed, it would be fallacy to suggest 
that proper accrual accounting requires 
operating costs to be equitably dis- 
tributed by accounting periods, and yet 
does not require financial costs to be 
so distributed. 

At this point, it is evident that the 
writer is inclined to regard financial 
costs as representing elements of the 
cost of the new issue, just as was the 
forfeited prepaid rent item of $10,000 
regarded as being an element of the 
cost of the new lease; and frankly, 
there appears to be no all-convincing 
reason why these prepaid financial 
costs should not be so regarded in that 
particular respect. Concluding this 
reasoning, inasmuch as the funds cov- 
ered by the new issue (assuming that 
the transaction was strictly of a refund- 
ing nature and that no further refund- 
ing operation is to be effected during 





search Bulletin No. 2. 





AMORTIZING FINANCIAL COSTS OVER THE ENTIRE LIFE 
OF THE REFUNDING ISSUE 


Controllers in touch with the American Institute of Account- 
ants will discover that the opinion presented in this article by 
Mr. Brennan does not coincide with that indicated by the Ameri- 
can Institute’s Committee on Accounting Procedure in its Re- 


Mr. Brennan’s point of view deserves, however, the closest at- 
tention from controllers. As a member of The Controllers In- 
stitute of America, and Treasurer and Comptroller of the Port- 
land General Electric Company, Portland, Oregon, Mr. Brennan 
| speaks with a wealth of information and authority on what is 
known to be a very controversial subject. 


—THE EDITOR 











106 


the life of that issue) are to be used 
over the entire life of that issue, it 
would be entirely proper to spread 
equitably by accounting periods over 
the life of the new issue all costs per- 
taining thereto. 


COMPUTE CosTs ON SEVERAL BASES 


In preliminary calculations of the 
feasibility of any proposed refunding 
operation, it would seem to be most 
advisable to compute the related com- 
parative financial costs on_ several 
bases; in fact, in those instances with 
which the writer is conversant, such 
financial costs have invariably been so 
computed, regardless of the basis used 
to record in the accounts the amor- 
tization of such financial costs. 

I should like to outline a suggested 
financial accounting application which 
may lessen the criticism of those ad- 
vocating that amortization of the sub- 
ject financial costs not be made beyond 
the maturity date of refunded issues. 

Let us say that on the basis of amor- 
tizing, over the entire life of a twenty- 
year refunding issue, the unamortized 
discount and expense and the redemp- 
tion premium (including the non-pro- 
ductive call interest) on a refunded 
issue, the annual amortization is $150,- 
000, whereas, on the basis of amortiz- 
ing such financial costs over the 
period from the date of refunding to 
the maturity date of an issue so re- 
funded, the annual amortization would 
be $300,000; further, that the re- 
funded issue matures ten years after 
such refunding operation. The fol- 
lowing outlined financial accounting 
procedure is suggested for the purpose 
of recording in the accounts the amor- 
tization of the aforementioned financial 
costs. 


ACCOUNTING PROCEDURE 


1. To charge as an income deduction dur- 
ing the entire life (twenty years) of 
the new issue (provided, of course, 
that no subsequent refunding of that 
issue is to be effected during that 
period) an annual amortization of 
$150,000. 

2. To appropriate $150,000 of Earned 
Surplus in each of the ten years im- 
mediately following the refunding op- 
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eration for the purpose of creating a 
Reserve for Amortization of Discount 
and Expense, etc. 

3. To charge the aforesaid Reserve and 
to credit Earned Surplus $150,000 in 
each of the ten years immediately fol- 
lowing the maturity date of the re- 
funded issue. 


By so doing, the statement of net 
income would then reflect truly com- 
parative periodic financial costs (cer- 
tainly, average annual financial costs) ; 
Earned Surplus would be frozen and 
thus made unavailable for dividend 
purposes to the extent that the more 
conservative individual might feel that 
the annual amortization of $150,000 
during the first ten years of the refund- 
ing bond issue was deficient; the Re- 
serve so created should be netted, par- 
enthetically or otherwise, against the 
Unamortized Discount and Expense 
item in the balance sheet, thereby 


avoiding any criticism on the part of 
such individual as to that particular 
item’s being overstated as a result of 
amortizing the financial costs on the 
basis suggested hereinabove; finally, 
the annual reductions of said Reserve 
effected by Earned Surplus credits to 
be made during the ten-year period im- 
mediately following the maturity date 
of the refunded issue would compen- 
sate for the annual reductions made of 
Earned Surplus during that period as 
a result of extending the amortization 
of the subject financial costs beyond 
the maturity date of such refunded is- 
sue. 

Admittedly, such a procedure, inso- 
far as the writer is aware, is an innova- 
tion in financial accounting applica- 
tion, and it is suggested only for the 
purpose of endeavoring to unite more 
closely the divergent accounting opin- 
ions on this very controversial subject. 


Necessity Certificate Procedure 
Eased by Doughton Resolution 


Amortization of defense plant ex- 
pansion is being simplified by the 
adoption by the House of Representa- 
tives of the Doughton Resolution 
(H.J. 257) designed to simplify proce- 
dure. Three days later the Senate Fi- 
nance Committee voted approval. The 
change went into effect in February. 

The Excess Profits Act of 1940 had 
prescribed a complicated method: cost 
of defense plant expansion including 
equipment, could be amortized on tax 
returns over a five-year (60-month) 
period under certain conditions. The 
first condition was that the firm wish- 
ing to expand obtain a Certificate of 
Necessity, certifying the plant expan- 
sion to be “necessary” to national de- 
fense. These were to be issued after 
investigation by the Secretaries of War 
and Navy. 

A second provision of the law (Sec- 
tion 124-5-i) prescribed that the cer- 
tificate could not be issued to a firm 
until an exhaustive search had been 
made to prove that the contracting firm 
had not been and would not be reim- 
bursed by the government for any 
part of the cost of expansion. The in- 


vestigating force was large and getting 
it in motion involved sometimes many 
months of delay. 

Repeal of the provision was re- 
quested by Secretaries Knox and Stim- 
son. Representative Doughton (Demo- 
crat) of North Carolina, Chairman of 
the Ways and Means Committee, spon- 
sored the resolution. 

Army and Navy officials stressed that 
thorough preliminary investigation 
would be made anyway, but that the 
method prescribed by the law delayed 
the work. 


DEBT LIMIT? 


Secretary Morgenthau said February 
9 that he would soon have to ask Con- 
gress either to raise the national debt 
limit to $110,000,000,000 from its 
present $65,000,000,000 or to remove 
it altogether. 

The debt is slightly more than $60,- 
000,000,000. By the end of that week, 
when $1,150,000,000 more of new 
money securities were to have been 
sold, it was within about $3,000,000,- 
000 of the statutory maximum. 
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Solving Problems Raised by Federal 


Income and Excess Profits Taxes 


Question No. 1 


Under Section 124 of the Internal Revenue 
Code it is permissible, after satisfying the 
requirements set forth therein, to amortize 
certain facilities over a sixty month period 
for tax purposes. 

If the permissible amortization is taken for 
tax purposes, what should be the effect thereof 
on 

a. The company’s financial statements, and 

b. The charging of costs to cost-plus-fixed- 

fee contracts. 

In most cases the books and financial state- 
ments probably will be kept in agreement 
with the tax return in order to reflect the 
increased obsolescence resulting from the lim- 
ited period of usefulness of the facilities. 
Does good accounting, however, provide, as is 
provided for in Section 124, an option as to 
the date of beginning the amortization pe- 
riod? 

Assume, for instance, that a building is 
acquired on January 20, 1941 from company 
funds, and that, for tax purposes, depreciation 
is deducted at ordinary rates (3 per cent.) to 
December 31, 1941, and at the 20 per cent. an- 
nual rate beginning January 1, 1942, based 
upon a Certificate of Necessity and a Certifi- 
cate of Non-Reimbursement. Should the books 
be at variance with the tax return and re- 
flect, for the period to December 31, 1941, 
amortization at the 20 per cent. rate on the 
basis that the short expected useful life be- 
gan upon acquisition of the building and not 
at some convenient date almost a year later. 

In the same example assume amortization 
at the 20 per cent. rate is never taken in the 
tax return. Should the books reflect the 20 
per cent. rate or only the regular, ordinary 
depreciation as used in the tax return. | 

More important than these considerations, 
however, is the question of the Government’s 
interpretation when administering cost-plus- 
fixed-fee contracts. Here it becomes a ques- 
tion of actual dollars to a contractor rather 
than a question of accounting theory. In 
securing his Certificate of Non-Reimburse- 
ment the contractor has had to establish that 
there was not included in the price paid by 
the Government a return of cost “greater 
than the normal exhaustion, wear and tear.” 
Does this not prevent him from charging to 
the subject cost-plus-fixed-fee contracts for 
re-imbursement any portion of the amortiza- 
tion which represents obsolescence rather than 
“normal exhaustion, wear and tear?” 

Accordingly, it would appear that a con- 
tractor following good accounting practice 
and also obtaining maximum tax benefits 
could have three separate treatments of de- 
fense facilities. Using our same example 
they would be: 

Balance Sheet and Income Statement: 

Amortization from February 1, 1941 at 20 
per cent. 

Federal Income Tax Returns: 

Depreciation at 3 per cent. from February 
1, 1941 to December 31, 1941 and amor- 
tization at 20 per cent. thereafter. 

Cost-Plus-Fixed-Fee Contract: 

Costing: 
Costing would be in accord with the in- 
come statement, i.e., reflecting amortiza- 
tion at 20 per cent. rate from February 
1, 1941. 

Billing for Re-imbursement: 
This would not be in accord with either 
the tax return or the financial state- 
ment bases but would include deprecia- 
tion at the rate of only 3 per cent. from 
February 1, 1941. 

We have purposely omitted any discussion 
as to accounting treatment of defense facili- 
ties if the President should proclaim the 
termination of the emergency period under 
paragraph (d) of Section 124. 

We shall appreciate the cooperation of your 
group in providing new opinions on the sub- 
ject of amortization of defense facilities or in 
concurring with our own. 
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Mr. William L. Hearne: The first 
question that has been assigned to 
me is a long one that has particularly 
to do with amortization. It is in a 
sense a rhetorical question and in 
the last paragraph it asks for the co- 
operation of the group in either sup- 
porting the questioner’s feelings or 
disagreeing with them. 

First, what should be done with 
respect to the company’s financial 
statements, their bookkeeping ? What 
should be done with respect to how 
they should take up amortization for 
tax purposes? And finally, what 
should be done with respect to cost- 
plus-fixed-fee contracts? If you read 
the question, you will see that he un- 
doubtedly knows his amortization 
and has a good grasp of the prob- 
lem. 

With respect to the corporation’s 


financial statements, he raises the 
question as to whether amortization 
should start with acquisition or use, 
and whether they should take 20 
per cent. on the books immediately 
as contrasted to the necessity of tak- 
ing ordinary depreciation in the first 
year of installation, the assumption 
being that they start with 20 per 
cent. in the year after the facilities 
were installed. 


CHARACTER OF FACILITIES 
IMPORTANT 


I think the answer to “What 
should be done?” is a matter of pol- 
icy within the corporation and de- 
pends to a large extent on the par- 
ticular character of the facilities. 
We all know that some of these fa- 
cilities are going to last a lot longer 
than five years, or the shorter period, 
in case the emergency is shorter. If 
they are going to last long, I do not 
see any reason why you should write 
them off the books right away. 

The question answers itself as far 
as tax returns are concerned. You 
take the depreciation until you take 
amortization and then you _ take 
amortization for the balance. As far 
as charging amortization on cost- 
plus-fixed-fee contracts is concerned, 
you cannot do it. You cannot take 
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No controller will want to pass by this article, the stenographic | 
report of a meeting held December 18, 1941, by the New York | 
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any more than ordinary wear and 
tear which many claim does not in- 
clude ordinary obsolescence. But no 
one has said how to figure ordinary 
obsolescence alone so I expect it will 
be generally included in cost-plus- 
fixed-fee contracts and I think it was 
meant to be. If the facilities ex- 
perience a higher rate of obsoles- 
cence than ordinary wear and tear, 
you cannot take it as a part of your 
cost, otherwise you are reimbursed 
and that throws you out of the 
amortization. At least that is the 
theory. 

I think that fairly well answers 
that question. The question, as | 
said before, is very good and is al- 
most a résumé of amortization, as 
written. 


Question No. 2 


Does a merger, under the following cir- 
cumstances, result in a reduction of the 
aggregate equity invested capital of the two 
corporations involved? 

(1) “A” is a corporation whose invested 
capital amounts to $125,000 made up 
as follows: 

Money and property paid in 
for stock 

Accumulated earnings and 
profits 25,000 


$100,000 


$125,000 

(2) “B” is a corporation whose invested 
capital amounts to $50,000. 

(3) “A” owns 25 per cent. of the outstand- 
ing capital stock of “B” which it ac- 
quired at a cost of $15,000. 

(4) “B” merges into and with “A” on 
January 2, 1941. 

Question: 

What is the amount of ‘“‘A’s’” invested 
capital immediately after the merger and 
how is it computed assuming no new cap- 
ital is paid in? 

The first part of this question says, 
Is there any reduction in invested 
capital? There is. The total in- 
vested capital of the two corpora- 
tions is $160,000. You can figure 
it in two or three ways, depending 
on whether you are figuring how 
much each stockholder puts in or 
what the bookkeeping is. 

The easiest way is to add $125,000 
of A to $50,000 of B and deduct 
the stock, $15,000 invested capital, 
which brings it to $160,000. Sec- 
tion 718 (c) (4) is the answer to 
that. 
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Question No. 3 


A. Where a taxpayer charges off and de- 
ducts a bad debt in a loss year so that 
the deduction does not offset taxable 
income, does a partial recovery on the 
debt in the current year constitute tax- 
able income? 

B. Real Estate taxes were paid in full for 
the year 1936 and deducted in the in- 
come tax return for that year. A loss 
of $600,000 was shown on the return. 
In connection with 1936, it should be 
noted that two Real Estate assessments 
were made. The first in the same man- 
ner as for the previous year, and the 
second an arbitrary assessment that dou- 
bled the original one. The second as- 
sessment was protested and eventually 
came to trial. 

In 1941, the second assessment for 1936 
was declared by the courts to have been 
illegally made and consequently, not 
valid. The original assessment was then 
agreed to by the City and the Tax- 
payer as the basis for settlement and a 
refund of $500,000 was made by the 
City. 

The Statute has run against the year 
1936. 

The question is whether there are any 
grounds for opening the year 1936 and 
applying the refund to that year, or 
whether the $500,000 is taxable as 1941 
income. 


Question A involves bad debts de- 
ducted in a loss year so that they do 
not offset taxable income. Does a 
partial recovery on the debt in the 
current year constitute taxable in- 
come? The answer is unknown. 

As many of you know, The Board 
of Tax Appeals consistently holds 
that as far as bad debt items go, their 
recovery is not income if the debt 
does not offset taxable income. The 
cases are very well reviewed in E. B. 
Elliott Company, 45BTA82. Just 
within the last two weeks, a Dis- 
trict Court in the Western District 
of Kentucky said, in Stearns Coal 
and Lumber Company vs. Glenn, 
Prentice Hall Paragraph 63065, that 
it was taxable income despite the 
fact it was deducted in a loss year. 

I think probably the board will 
keep on. There is disagreement in 
the courts. As you know, the reg- 
ulations say it is income. Probably 
some time or other it will go to the 
Supreme Court. 

As to question B, which has refer- 
ence to these particular taxes for 
1936, as that year is closed there 


seems to be little disagreement that 
the refund is income in 1941, when 
it was made. I take it there is no 
question involved here of base pe- 
riod income, because that may be an 
abnormality. It may involve Section 
734. 


Question No. 4 


Section 33.11 of Consolidated Excess 
Profits Tax Regulations states that: 


“If a consolidated return is made under 
these regulations for any taxable year, a 
consolidated return must be made for 
each subsequent taxable year during 
which the affiliated group remains in 
existence unless (2) one or more pro- 
visions of these regulations which have 
been consented to have been amended in 
a manner adversely affecting the interests 
of the group or any of its members.” 


If the Commissioner does not officially 
declare an amendment to be adverse to 
the interests of any taxpayers who joined 
in the filing of a consolidated excess profits 
tax return for the year preceding the pass- 
age of the amendment, may the members of 
the affiliated group elect to construe an ad- 
verse effect upon the basis of a lesser tax 
liability for the current year due to the 
individual returns in substitution for a con- 
solidated excess profits tax return and if so, 
what procedures must be adopted to qualify 
for a reversion to the individual return 
basis? 


In the first place, the questioner 
has not stated the regulations as they 
now stand and thereby hangs the an- 
swer to the question. The regula- 
tions as revised three or four weeks 
ago, starting in the quoted part with 
the word “amended” next to the last 
line, now reads: “amended and such 
amendment is of a character which 
makes less advantageous to affiliated 
groups as a Class the continued filing 
of consolidated returns.” 

Thus there is an entirely different 
aspect under the change. Under the 
amended regulations you have to find 
that the class of taxpayers who file 
consolidated returns have been af- 
fected adversely. It is a pretty difh- 
cult thing to try. It is one of those 
places, too, where you do not have 
to get the approval of the Commis- 
sioner, but then, of course, the com- 
missioner has his power under con- 
solidated regulations to require the 
filing of a consolidated return prac- 
tically whenever he wants to. So it 
is “Hobson’s choice.” 
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Question No. 5 


In April, 1937, corporation “A” formed 
a 100% owned subsidiary which we will 
call corporation “B.” On date of incorpora- 
tion of “B,” “A” transferred certain of its 
assets to the newly formed subsidiary. Oper- 
ation of the assets transferred had resulted 
in a loss up to the date of their transfer 
to “B.”’ Now, the question is, may corpo- 
ration “A” add back these losses for the 
period January 1, 1936 to April, 1937 in 
arriving at its base period net income. 


It seems that this question raises 
a question as to whether you can 
have the reverse of a situation where 
you combine two earning periods. 
Here we are trying to break one 
earning period into two. So far as 
I know, there is nothing in law or 
regulations which allows such an act. 
It is something which may be as- 
serted. It may be one of those equity 
points which you might claim, but 
as long as the law is technical, the 
only ground would seem to be the 
assertion that it is an abnormality, 
that it does not reflect the present 
income of corporation ‘A’ because 
there was a change in business; these 
assets transferred to corporation ‘“B” 
were in an entirely different kind of 
business—a different product. You 
might have a ground under the ab- 
normality section, 722. 

There are difficulties in proving 
that abnormality. Learned savants 
in the field of taxation have said that 
they believe it is a practical impos- 
sibility to use that abnormality sec- 
tion. You have to prove so many 
things. One of them is what your 
income would have been with this 
sale and without. In summation, it 
is something you might talk about 
but would be a difficult thing to 
prove. 


Question No. 6 


If by reason of a change in corporate 
structure a corporation having an excess 
profits credit carry over is subsequently in- 
cluded in a consolidated return, does such 
excess profits credit carry over become 
available to the consolidated group? 


I shall assume first that this change 
in corporate structure is such as re- 
quires or allows a new corporation 
to come into the consolidated group. 
It is a little difficult to think quickly 
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what a change in corporate structure 
would be to allow that. But we will 
assume that it comes into the group, 
the answer is obvious that Section 
33.31 (a) (15) and (31) allow the 
use of the carry over in the consoli- 
dated group. 
Thank you. (Applause.) 


Question No. 7 


Here is an invested capital problem. Sup- 
posing the following situation: A Company 
has at December 31, 1940 invested capital 
of $30,000,000. It has total assets of $35,- 
000,000 of which $1,000,000 are inadmis- 
sible. On June 30th it issues additional 
capital stock, for cash, in the amount of 
$5,000,000. There is no change in the in- 
admissible assets during the year. What is 
the computation for the percentage of the 
inadmissible asset reduction for the year 
1941? This problem applies to the ques- 
tion as to the handling of the additional 
25 per cent. allowance in the admissible 
computation and as to the reduction of the 
25 per cent., if any, by virtue of the inad- 
missible adjustment. 


Mr. Henry B. Fernald: The prin- 
cipal difficulty with some of these 
questions is to try to answer them 
concisely, particularly when you take 
the first one I have, I shall not read 
it but summarize it in giving my 
answer. 

This company has at the beginning 
of the year $30,000,000 invested cap- 
ital; $34,000,000 admissible and $1,- 
000,000 inadmissible assets. At June 
30, it issues additional capital stock 
for $5,000,000 cash, which we as- 
sume is the only transaction during 
the year which will affect the de- 
termination of average invested cap- 
ital. 

So it has $30,000,000 of invested 
capital up to June 30, 181 days; it 
has its invested capital from July 1 
to December 31, representing that 
$30,000,000 plus the $5,000,000 cash 
paid in and plus the “new capital” al- 
lowance under Section 718(a) (6); 
assuming there are none of the limit- 
ing and qualifying provisions of that 
section which would deny the right 
in this case to the ‘‘new capital” al- 
lowance of 25 per cent. of $5,000,- 
000. 

Thus, for the latter part of the 
year, it has $36,250,000. Now, av- 
eraging those by days we get an av- 
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erage for the 365 days of $33,150,- 
000, (dropping off odd figures). 
That, you remember, is average in- 
vested capital for the year before 
applying Section 720, to allow for 
inadmissibles. 

Inadmissible assets were $1,000,- 
000, unchanged for the entire year. 
Then we must get the average for 
total assets. The law, says “daily.” 
You are to get total assets for each 
day of the taxable year; add those 
all together; divide by the number 
of days in the year; and that is your 
average of your total assets. 

The law gives the Commissioner 
authority to prescribe some other 
bases for an average, provided the 
difference would not be more than 
$1,000 in invested capital. The 
Commissioner, in Regulation 109, 
Section 30, 720, gives a certain toler- 
ance in computing averages, as on a 
monthly basis. The regulation makes 
no reference to the $1,000 limit. It 
makes some of us wonder if the 
Board of Tax Appeals will recog- 
nize this regulation without requir- 
ing us to prove that the invested - 
capital on the basis used will not 
differ by more than a thousand dol- 
lars from a computation on the daily 
basis. We hope we will not have to 
prove that in each case. 

Let us assume we take this monthly 
average. What is that going to take 
into account? This question is not 
quite full enough to give the real 
answer. Total assets, whether av- 
eraged monthly or daily, will in- 
clude earnings during the year, 
which serve to increase your assets. 
Of course, whenever you pay a divi- 
dend, down come your assets for 
that day. 

Total assets are also going to fluc- 
tuate dependent on whether or not 
you are paying off your bills. If we 
did not have to pay any bills at all 
during the year, we should pile up a 
tremendous amount of assets as well 
as a tremendous amount of liabilities, 
but under Section 720, we are con- 
cerned only with the assets and not 
with the liabilities. If you have the 
assets, regardless of liabilities, that 
gives the factor for Section 720. If 
you deplete your assets by paying off 
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an indebtedness you had the first of 
the year, your admissible assets are 
reduced. 

In the absence of full particulars, 
we will assume initial assets were on 
hand for 365 days, $35,000,000, and 
a new capital paid in of $5,000,000 
for 184 days, which averages approx- 
imately $2,520,000. Then, we must 
make allowance for increase in as- 
sets due to earnings and differences 
in liabilities, and so on, which we 
will assume when averaged comes to 
$2,480,000. This would give an av- 
erage of $40,000,000 total assets for 
the year. Inadmissibles are $1,000,- 
000 or one-fortieth of total assets. So 
we have to take one-fortieth of this 
$33,150,000 which comes to $830,- 
000. Then our average invested cap- 
ital is $33,150,000 less $830,000, 
which comes to $32,320,000. 

That is an attempt to give a quick 
answer. I could have expanded a 
great deal if I had actually led 
through a series of supposititious 
daily transactions to make the aver- 
age daily computations. 


Question No. 8 


During the consolidated return years 
through 1933 intercompany transactions 
were not recognized between members of 
the affliated group. Intercompany transac- 
tions included dividends paid or received 
within the group. Under such circum- 
stances, in the computation of invested cap- 
ital, can it be asserted by the Commissioner 
that intercompany dividends paid during 
such years by any member of the group were 
“not out of accumulated earnings and prof- 
its?”” Would your answer to the foregoing 
be affected in any manner due to the ex- 
istence or non-existence of consolidated net 
income subject to taxation in such years? 


Many years ago I had that matter 
up with the department. It then took 
the position to which it has since 
held; namely, that the status of dis- 
tribution as between dividends and 
tax free distribution is to be deter- 
mined corporation by corporation 
and the question of consolidated net 
income has nothing to do with it. 

Can it be asserted by the Commis- 
sioner that inter-company dividends 
paid during such years must be taken 
into account? I think it can be be- 


cause, as I understand it, that is just 
the position the department takes; 
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namely, that in computing the in- 
come or the earnings or the invested 
capital of the individual corporation 
you must go clear back through your 
consolidated group, determine your 
status of distributions and if any such 
distribution was not out of the earn- 
ings and profits of that corporation, 
then you must make the reduction 
required under Sec. 718(b). 

Of course, when we get to the 
question of a consolidated return, let 
me commend earnestly to you Reg- 
ulations 110, Section 33.31(b) (2)- 
(iv) (F), in which you will find that 
where the basis is not fixed by refer- 
ence to the basis in the hands of a 
predecessor (that is, where you are 
using cost and are making a consoli- 
dated return) no reduction is to be 
made for inter-company distribu- 
tions after the parent company has 
acquired the stock of the subsidiary. 


Question No. 9 


Assume that a corporation’s inadmissible 
assets consisted solely of stock in domestic 
corporations and that none of such was 
acquired during the taxable year. Assume 
further that stock was issued to acquire 
such inadmissible assets. Is there any 
sound reason in such case why the Commis- 
sioner should not permit the taxpayer to 
use par or book value of stock for the pur- 
pose of the unadjusted basis of the inad- 
missible asset also for the purpose of re- 
flecting same in the item “property paid 
in for stock?” 


I am going to answer the question 
just as it is asked. Is there any sound 
reason? Yes, there is. It is quite 
true that in some cases the difference 
involved will be negligible, or imma- 
terial, but there can be cases where 
the failure to use just the right basis 
for inadmissibles is going to change 
the ratio, under Section 720, of in- 
admissible assets to total assets. 

In other words, if you included 
inadmissible assets at only $1,000,- 
000 in the question I was discussing 
a while ago, when really they ought 
to be in at $2,000,000, you would 
change your ratio and so would af- 
fect your final computation. There 
is a reason there. I am not saying 
that that reason is important enough 
so that the Commissioner may ab- 
solutely insist on it. 





Question No. 10 


In computing equity invested capital, Sec. 
718 provides that property paid in for stock 
shall be included in an amount equal to its 
basis (unadjusted) for determining loss upon 
sale or exchange. Regs. 109 (Sec. 30.718-1) 
provides 

“... If the basis to the taxpayer is cost 
and stock was issued for the property, 
the cost is the fair market value of such 
stock at the time of its issuance... .” 


Corporation “A,” in accordance with a pro- 
posal made to it by the stockholders of Cor- 
poration “‘B,’” agreed to issue its stock for 
the entire stock of Corporation “B.” The 
Board of Directors of Corporation “A” rati- 
fied the proposal on October 16, 1929 and on 
October 17th instructed its registrar and trans- 
fer agent to issue 100 X shares to such stock- 
holders of Corporation ‘B’’ who presented 
their shares to Corporation “A” for exchange 
in the ratio agreed to. Since some of the 
stockholders of Corporation “B” resided at 
quite distant points, the entire stock of Cor- 
poration “B’’ was not exchanged immediately 
but over a period of three months. After 
such exchange the former stockholders of 
Corporation “B” held only 10 per cent. of the 
stock of Corporation “A.” The stock of Cor- 
poration “A” is listed on the New York 
Stock Exchange. 


Question A. What is the “date of issue” for 
Corporation ‘‘A” stock thus issued, for in- 
vested capital purposes, i.e., October 17th, 
the first date available for exchange or 
each of the dates on which Corporation 
““A’”’ stock was exchanged during the three 
months period? 

Does the same basis apply for income tax 
purposes? 

Question B. (1.) Since the above transaction 
was not a “tax-free exchange,” there is 
no “carry over basis.” However, Corpo- 
ration “A” does not know how the stock- 
holders of Corporation “B” treated the 
transaction on their individual returns, 
although when Corporation “A” filed its 
1929 return a complete disclosure of the 
facts was made. In view of Sec. 734, does 
Corporation “A”? now face a possible tax 
danger in the event that one or more of 
the former stockholders of Corporation 
“B” did not properly account for the 
gain or loss on his individual 1929 return. 
or, (2.), would the Treasury Department 
now be estopped from asserting this ad- 
ditional tax in view of the complete dis- 
closure made by Corporation “A” in 1929, 
which was made in plenty of time for the 
Treasury Department to correct any tax 
errors on the part of the individual re- 
turns? 


I shall just try to summarize my 
answer to this question. This is a 
case where corporation “A,” as I 
understand the question, issued its 
stock to stockholders of ‘‘B” to ac- 
quire the stock of “B.” I under- 
stand there was no agreement or 
contract between these stockholders, 
but the stockholders of ‘“B” came in 
one after another over a period of 
three months and turned in their 
stock. Apparently there was no com- 
mitment or agreement of any kind 
that any stockholder would turn in 
his stock until the time the corpora- 
tion actually received such stock. 

The question is, what is the date 
of issue of that stock? And then, 
the question, does the same basis ap- 











ply for income tax purposes? I shall 
not try to say what may be the tech- 
nical date of issue under various 
stock corporation laws of the differ- 
ent states, but from the income tax 
standpoint, I am satisfied that the 
date the property was paid in is 
what we are looking for; which is 
when the corporation received from 
each individual stockholder his par- 
ticular lot of stock turned into the 
corporation. The fact that it may 
have taken several days or a week to 
get the stock of corporation “A” is- 
sued does not affect the fact that the 
essential date is when property was 
paid in for stock. 

My answer to the second part of 
this question, or B(1.), is unquali- 
fiedly yes. The corporation faces a 
tax danger. How serious it may be, 
I am not trying to say. This is one 
of the situations which we have been 
urging with the Treasury as a reason 
for amendment or repeal of Section 
734. We really believe the com- 
panies are in danger in just such 
cases as that. 

B(2.) asks: “Would the Treasury 
Department now be estopped from 
asserting this additional tax in view 
of the complete disclosure which was 
made by ‘A’ in 1929?” 

As I understand it, Section 734 
does not bring in any question at all 
of complete disclosure. 


Question No. 11 


Does the Bureau of Internal Revenue 
agree that section 718 (b) (1) does not re- 
quire the reduction of Invested Capital by 
distributions during prior years beginning 
with 1936 from earnings and profits of 
those years even though the corporation 
had no accumulated earnings or profits at 
the time of the distributions ? 

I wrote down as my brief answer 
to this question, “Yes, apparently.” 
I understand that the present posi- 
tion of the department is that, if in 
1936, having a deficit at the begin- 
ning of the year, but having earn- 
ings of $100,000 during the year, 
you paid out $100,000 as a dividend 
out of earnings of that year, this is 
to be considered as a distribution out 
of accumulated earnings and _ profits. 

Having said that much, I will add, 
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that I understand there has been 
some thought in the Treasury De- 
partment that this may not be the 
right position to take. Personally, 
I believe that is the right answer. 


Question No. 12 


Will the taxpayer be permitted to with- 
draw from an inconsistent position under 
section 734 before the final determination 
of the tax liability? 

I have been running into 734 right 
along in my questions. The Treas- 
ury Department states that the refer- 
ence to the taxpayer’s ‘‘maintaining” 
a position indicates that he may 
withdraw from it. There are a great 
many, however, who, in reading over 
that section and reading over the 
Regulations, are not at all satisfied 
with that. I understand the Treas- 
ury to state if there is any doubt or 
question about that, it would be per- 
fectly ready to have an amendment 
made which will make it clear that 
the taxpayer is to have the right to 
withdraw from any inconsistent po- 
sition taken at any time. Many of 
us are doubtful as to whether the 
present law gives that right. There- 
fore, we feel very strongly that the 
law ought to be amended. (Ap- 
plause.) 


Question No. 13 


A corporation keeping its books on the 
accrual basis makes partial charge-offs on 
its books based on partial ascertainment of 
worthlessness in the current year with re- 
spect to certain mortgages. Are these partial 
charge-offs allowable as bad debt deduc- 
tions for Federal Income tax purposes in 
the current year or is it necessary to wait 
until losses are realized through foreclosure 
or otherwise? 

Mr. St. Clair Walsh: The first 
question I have to answer appears to 
be a comparatively simple one unless 
there is some hidden danger some- 
where in there that I do not see. 
Since a mortgage is obviously an evi- 
dence of indebtedness, and therefore, 
a taxpayer has lent money at some 
time in the past, I see no reason why 
he could not treat such a debt as he 
would any other debt. 

In other words, if he determines 
that the land, which is security for 
the mortgage, has declined in value 
to a point below the value of the 
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debt, I see no reason why he can- 
not determine partial worthlessness, 
charge it off and charge the deduc- 
tion. However, I can readily see a 
difficulty in the practical ascertain- 
ment of the worthlessness. 

Real estate is a rather peculiar af- 
fair. It is subject to very many and 
violent fluctuations. Where you are 
dealing with a debt due from a cor- 
poration which has certain assets and 
liabilities, you can in most cases as- 
certain from time to time, if you are 
lucky, just how that corporation 
stands, what chances there are for 
collecting your debt. If you are 
dealing with an individual debtor, 
you may be able to find from him 
sometime just how he stands in rela- 
tion to his ability to pay the amount 
he owes you. 

So the usual questions come up in 
connection with such worthlessness : 
how do you ascertain the amount 
which can be paid on account of your 
debt? For instance, in New York 
State, real estate fluctuates so rapidly 
it may be worth ten thousand dollars 
today and five thousand. dollars next 
week, and for some strange reason, 
twenty thousand dollars the follow- 
ing month, so that you would face a 
great practical difficulty, but assum- 
ing that you can show all the facts, 
there is no doubt that you can de- 
duct a partial bad debt on account 
of a mortgage in the same way as 
any other kind of debt if you follow 
the usual rules about ascertainment, 
charge off, and deduction. 


Question No. 14 


A. How does the carry-over provision work 
for Excess Profits taxes under the Rev- 
enue Act of 1941? Is the amount of 
carry-over from the 1940 Act totally 
ignored ? 

B. What is the simplest way to prepare 
new base period earnings for corpora- 
tions on average earnings basis—using 
last year’s Excess Profits Tax Forms? 

C. Under the 1941 Revenue Act are For- 
eign Excess Profits taxes deductible 
from the amount of U. S. Excess Prof- 
its taxes payable? 

The second part of “A” is rather 
peculiarly framed. You may ignore 
the carry over from the 1940 act, if 
you wish, in this sense: you may dis- 
card the computation under the 1940 








112 


act and recompute under the 1941 
act; but take ‘““B’” which I think leads 
into the proper answer: ‘What is 
the simplest way to prepare new base 
period earnings for corporations on 
average earnings basis—using last 
year’s Excess Profits Tax Forms?” 

The only major adjustment that oc- 
curs to me is that you add back, if you 
are using the average earnings basis, 
the income tax for each of the base 
period years. When you have done 
that, you have determined the new base 
period earnings. However, the ques- 
tion goes much farther than that. You 
may easily find, after you have re- 
computed the credit on the average 
earnings basis under the 1941 act, 
and then have compared that with the 
credit computed on the invested capital 
basis, a completely different situation 
from what you had last year. 

For instance, last year you may have 
had a larger amount of credit on the 
invested capital basis than on the aver- 
age earnings basis, and this year, quite 
the reverse. If that is the case, there 
is absolutely no doubt that you may 
recompute your credit for 1940 on the 
average earnings basis under the 1941 
act, that is, adding back your normal 
income tax, and also, on the invested 
capital method, and that whichever is 
the larger amount will determine the 
amount of carry over to the following 
year, bearing in mind that the excess 
profits income for 1940 is also recom- 
puted under the 1941 act. 

I have known of one instance where 
a corporation paid a tax for last year 
and yet found it had a credit carry 
over from that same year to 1941 and 
1942. That would be rather unusual 
but it can happen. 

The next question under number 6 
is, “Under the 1941 Revenue Act are 
Foreign Excess Profits taxes deductible 
from the amount of United States Ex- 
cess profits taxes payable?” 

There has been no change in the 
Act in that respect. That is, Foreign 
Excess Profits taxes are a credit under 
the 1941 Act, in the same way as 
under the 1940 Act, against the United 
States Excess Profits Taxes. 


Question No. 15 


During the years 1936 to 1939 inclusive 
taxpayers were required to state the amount 
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of “Distributions out of Earnings or Profits, 
etc.,”” for the purpose of the dividends paid 
credit. If the Commissioner in the determi- 
nation of the undistributed profits tax has 
conceded that total distributions during the 
taxable year were the equivalent of the divi- 
dends paid credit, may he now assert in the 
computation of invested capital that a por- 
tion or all of such distributions were “not 
out of accumulated earnings and profits?” 
(It is assumed here that any corporations 
receiving such dividends have accepted tax- 
ation thereon and to the extent thereof.) 


This question has really already been 
answered very kindly by Mr. Fernald. 
As I recall, Mr. Fernald said that the 
Bureau is now disposed to say that a 
distribution which has been regarded 
as being out of earnings and profits for 
a prior year by reason of that provision 
of the prior Act which confines the 
amount of earnings and profits out of 
which taxable distributions are to be 
made to that one year, regardless of 
the status of the accumulated earnings 
and profits, that is, whether or not 
there was a deficit at that time, will 
still be regarded by the Bureau as a 
distribution out of accumulated earn- 
ings and profits. 

I would be inclined to say that the 
Bureau might well be able to take a 
contrary position; in other words, that 
accumulated earnings and profits are 
to be determined for the prior years as 
a whole, regardless of what may have 
been the specific provision in a prior 
Act concerning the taxable distribu- 
tion for the years affected by that pro- 
vision. 

I grant you that to take that position 
would be not an inconsistency in the 
technical sense, even though ‘it would 
be rather inequitable and, therefore, 
since the whole question of accumu- 
lated earnings and profits is in a some- 
what chaotic state, it is quite possible 
that in this instance at least, the Bureau 
may correctly take an inequitable posi- 
tion, on the ground that the strict in- 
terpretation of the law compels it. 


Question No. 16 


Are the adjustments to reflect abnormal 
base period deductions provided for by 
Subsections 711 (b) (1) (J) (i) and (ii) 
optional with the taxpayer or are they man- 
datory so that, even though not claimed by 
the taxpayer, they may or must be made by 
the Commissioner? 


I think the answer to this question 
is very readily found within the Act 
itself. It says that abnormal deduc- 
tions ‘‘shall not be allowed.’’ Of course, 
the practical difficulty is whether the 
taxpayer can establish, since it is to its 
interest to do so, that the deductions 
are, as a matter of fact, abnormal. That 
is a long and possibly painful process, 
but assuming, as we must, that the 
corporation establishes the fact that 
there was an abnormal deduction in 
the base period, then the Commissioner 
is required to make the adjustment. 

The question refers to the disallow- 
ance of such deductions, ‘‘even though 
not claimed by the taxpayer.” It may 
be too much to expect the Bureau to 
examine a taxpayer's returns to try 
to find abnormal deductions. It just 
is not likely to happen; the taxpayer 
will have to prove its case. The im- 
portant point is that, if the abnormal- 
ity is established, the Commission must 
disallow the deduction. 


Question No. 17 


What will be the probable interpretation 
of the terms, ‘Classification of Deductions,” 
“Deductions of any Class,” ‘“‘Deductions of 
such Class,” and “Class of Deductions,” for 
which special treatment is provided by Sub- 
sections 711 (b) (1) (J) (i) and (ii) of 
the Code? 

As I recall, the Regulations leave it 
up to each taxpayer to present such 
facts as will show abnormality and 
abnormality of class. There is no clue, 
so far as I know, as to the classifica- 
tion of deductions or how to determine 
whether an item belongs in one class 
or another. The obvious answer is 
that each case will stand on its own 
feet, that is, if you can show that you 
have a deduction which is peculiar 
in itself and that it is abnormal, the 
adjustment should be made. I am 
quite sure that that question can be 
answered only after a period of time 
as taxpayers make their claims and the 
Bureau makes its rulings. 

At the present time there is no 
doubt that every taxpayer who has 
the problem to meet should break 
down his classifications or add them 
together in the best manner possible 
to give him the greatest advantage. 
Beyond that, I see no possibility of 
any definite answer at this time. 
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Question No. 18 


Assume a Company is allowed a deduc- 
tion for 1937, 1938 and 1939 Jersey City 
intangible personal property tax in its Fed- 
eral income tax return for 1939 because 
Jersey City never assessed this tax before: 


(a) Could this tax be treated as a deduction 
of a separate class under Section 711 
(b) (1) (J) or would the Bureau con- 
sider the deduction for taxes as a whole? 


(b) Would the 1939 deduction for Jersey 
City intangible personal property tax 
have to be allocated to the years 1937, 
1938 and 1939 for the purpose of de- 
termining the amount, if any, of a 
normal tax deduction in 1939? 


This query brings up a very trou- 
blesome question. It involves our 
neighbor across the Hudson River, 
Jersey City. Many of you are fa- 
miliar, perhaps, with the very unhappy 
situation there several years ago when 
Jersey City descended upon a number 
of corporations and demanded large 
taxes for prior years. It became al- 
most a no-man’s land for many corpo- 
rations during that period. 

It happened that Jersey City had not 
attempted to assess intangible per- 
sonal property taxes on corporations 
for several years. Then, in 1938, it 
for the first time raised the question 
that the taxes should have been paid 
for several years before and assessed 
the taxes for all the years that were 
not outlawed. In most cases, the corpo- 
rations settled those assessments in a 
somewhat arbitrary manner in an arbi- 
trary amount, and the net result was 
that in most cases the corporations in 
1939 paid taxes for three years. 

The first question, I think, would 
have to be answered purely as a 
normal tax question. As I recall, the 
Bureau issued several informal rul- 
ings on this matter of the time of ac- 
crual of the Jersey City tax. The first 
ruling, if I am not mistaken, said that 
since the taxpayer could not have 
known about the liability prior to the 
year 1939, he should be permitted to 
deduct the aggregate tax of the three 
years in the return for that year. 

Later on, the Bureau withdrew that 
ruling and I do not think it has since 
committed itself to any other definite 
stand, but assuming that a corpora- 
tion has properly deducted the full 
amount in the 1939 return, then we 
are confronted with the definite ques- 
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tion, Would that be a separate class 
all by itself or would it be a part of 
taxes as a whole? That is linked up 
with the other question we just had 
before us. 

I am inclined to think that the Bu- 
reau would regard taxes as a whole as 
a single class. At the same time, I 
can readily see that a taxpayer may 
make a case on the ground that the 
Jersey City tax arose out of such an 
unusual and extraordinary situation 
that special treatment should be given 
it even though taxes otherwise are 
classed as a whole. After all, taxes 
fall into a number of different classes 
and there is no reason why one kind 
of transaction should be classed with 
another kind of transaction if a logical 
reason can be shown for separating 
them. 

You may bear in mind that so far 
as the abnormality is concerned, the 
deduction in the base period year 
must be in excess of the deduction of 
the same class in the taxable year, as 
well as being in excess of 125 per cent. 
of the average for the four previous 
years. 

Part (b) under this question in a 
sense has already been answered. That 
is, if the taxes are to be allocated, and 
that question is not yet settled, to the 
years 1937, 1938, and 1939, then un- 
doubtedly that would determine the 
amount of normal tax in each of those 
years. By the same token, if the full 
amount were deductible in 1939, that 
would answer the question so far as 
all the three years are concerned. 


Question No. 19 


Taxpayer, in 1936, paid $400,000 interest 
on additional federal income taxes for years 
1930 to 1935. For purposes of computing 
base period income is this interest to be 
considered an adjustment under Section 
711(b)—Payments of Judgments and so 
Forth? 


This question concerns a somewhat 
unfortunate taxpayer who paid $400,- 
000 interest on additional taxes for 
prior years. If we are to consider an 
assertion by the Bureau that a corpora- 
tion owed additional taxes as a claim, 
of which perhaps there may be some 
doubt, then there should be an adjust- 
ment under 711(b). (Applause.) 
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Question No. 20 


The Treasurer of a corporation having the 
following current position 


Current Assets: 


Cash in Bank $ 400,000 
Accounts Receivable (all good) 800,000 
Inventories: 
Raw Materials 300,000 
Work in _ Process-(80 per cent. 
Defense) 2,500,000 
Total Current Assets $4,000,000 
Current Liabilities: 
Bank Loan-(Notes Payable) 500,000 
Payables-Trade Bills and accru- 
als 700,000 
Federal Excess Profits and Income 
Taxes for Current year 600,000 
Total Current Liabilities $1,800,000 


would like to know, if it bought Federal Tax 
Anticipation Certificates for its Federal debt, 
by increasing its bank loan to $1,100,000, if 
the increase in debt of $600,000 to the bank 
would be allowed as borrowed capital (50 per 
cent.) under the Treasury Department regu- 
lations? 

Mr. Alger B. Chapman: Of course, 
the answer to this question cannot be 
found exactly in the law or in the reg- 
ulations. So far as the law is con- 
cerned, it merely allows fifty per cent. 
of borrowed capital provided there is 
evidence that the indebtedness is evi- 
denced in a specified fashion. The 
regulations add that the indebtedness 
must be bona fide, must be incurred 
for business reasons and must not be 
incurred merely to increase the excess 
profits credit. 

Now, we are faced with the simple 
question as to whether there would 
be any business justification for bor- 
rowing six hundred thousand dollars 
at the bank in order to buy these tax 
anticipation certificates. That is really 
a question that you controllers are in 
a much better position to answer than 
I am, but if I had to guess one way or 
the other, I should say it would be 
very hard to find the business justifica- 
tion for it and I think the Treasury 
would undoubtedly take the same view. 


Question No. 21 


In the computation of accumulated earn- 
ings and profits for invested capital pur- 
poses what disposition should be made of 
abnormal deductions for unamortized dis- 
count and expense also premium incident 
to the retirement of bonds prior to matu- 
rity? (This question refers to the decision 
of the Supreme Court in Great Western 
Power Company of California of March 16, 
1936. It is the subject of an addition to 
normal-tax net income in the determination 
of average base period net income.) 


(Please turn to page 120) 
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Industrial Index Rises to 
Highest Point in History 


The Federal Reserve Board said in early 
February that American industrial pro- 
duction rose in 1941 from 139 to 168 per 
cent. of the 1935-1939 average. This 29 
point gain was one of the largest for any 
year and brought the figure to the highest 
point in American history. 

The December index of 168 was two 
points higher than November, but the 
board explained that actually December 
production was somewhat smaller. The 
index rose because the decline was less 
than expected normally at that season. 
The index is adjusted to make allowance 
for seasonal differences. In its summary, 
the board said, “industrial activity de- 
clined less than seasonally in December 
and the first half of January, retail trade 
continued in large volume, and prices of 
many commodities rose further.” 


Factory Workers’ Pay Increased 


The average weekly earnings of fac- 
tory workers increased 3.3 per cent. from 
mid-November to mid-December to a 
total of $33.69, Secretary of Labor Per- 
kins announced February 11. Average 
hourly earnings reached a level of 78.7 
cents, an advance of 0.8 per cent. The 
rise was attributed to increased overtime 
as well as wage rate increases. 


Exchange Volume Smallest Since August 


January transaction in stocks in the 
New York Stock Exchange totaled 12,- 
003,875 shares, the smallest monthly total 
since August, 1941, when volume was 
10,874,650 shares, the Exchange reported 
January 31. .Bond transactions in Jan- 
uary aggregated $220,556,300 face value 
compared with $224,737,000 in Decem- 
ber and $230,987,000 in January, 1941. 


Board Starts Survey of Metals Industries 


Questionnaires were mailed by the 
War Production Board early in February 
to 10,000 manufacturers, launching the 
most detailed statistical study of the 
metals industries ever undertaken in this 
country. 

Information obtained from the study, 
board officials said, will be the basis for 
Government distribution of critical ma- 
terials during the three months beginning 
April 1. Manufacturers were required to 
make returns by February 20 to the Cen- 
sus Bureau, which will handle the tabula- 
tion. 


Army Spending $717 a Second 


The Ordnance Department of the War 
Department estimated January 27 that 
for the past five weeks it had spent money 
for war material at the rate of $717.42 a 
second on the basis of an eight-hour 
working day. Average daily expenditures 
have been $20,661,695. About 1,200 types 
of items figured in the purchase, the 
major classifications being ammunition, 
small arms, artillery, tanks, vehicles of 
all kinds, and fire-control devices. 


Form Planning and Standardization 


In the January, 1942, issue of the Noma 
Forum, published by the National Office 
Management Association, W. F. Sanford 
of the New York Trust Co. presents an 
article on “Form Planning and Standard- 
ization.” 

Mr. Sanford used the New York Trust 
Company as an example of reorganiza- 
tion and stated that his company saved 
$21,000 from the standardization of 
forms. In the final paragraph, the author 
summarized the ten most important con- 
clusions resulting from his study. They 
were: 


1. Any form reorganization should 
have the backing of the highest executives 
in the company. 

2. The responsibility for, and the con- 
trol of, costs, appearance and utility of 
all forms must be centralized in one in- 
dividual. 

3. The man chosen should be fair in 
his decisions and in his analysis of fig- 
ures. He should be able to get along 
with and command the respect of the de- 
partment heads. 

4. The preparation of a plan of stand- 
ardization and an efficient method of 
carrying it out is essential. 

5. Standardization of appearance costs 
no more and may pay excellent dividends, 

6. The creation and maintenance of 
proper controls to insure continuing the 
benefits of a form are indispensable. 

7. In dealing with outside suppliers, 
we have found it of great advantage to 
deal with a few rather than as many as 
possible. Work, wherever possible, on a 
contract basis. It saves time and money. 

8. In dealing with suppliers, try, where 
possible, to adapt yourself to their stand- 
ard brands and their ordering units rather 
than ask them to comply with your stand- 
ards. It is cheaper in the long run. 

9. The main problem is inside and not 
outside of the company in need of form 
reorganization. Greatest hindrances to a 
successful survey are politics, favoritism, 


inertia and reciprocity—not lack of proper 
standardizing formula. 

10. The job must be done inside, pref- 
erably with outside direction, at least 
at the inception. A reorganization job 
completed by experts and handed to a 
concern on a silver platter may, in the 
end, result in the establishment of a self- 
perpetuating crutch. Don’t forget the 
old country doctor who said, “Sometimes 
the patient who needs the doctor all the 
time ain’t worth curing.” 


Briton Pays 37.3 Per Cent. of Income, 
American 24.1 Per Cent. 


London’s Economist calculates in de- 
tail the proportions of the national in- 
come taken by all taxation in Britain at 
37.3 per cent. and in the United States 
at 24.1 per cent. during the current fiscal 
year. The average Briton pays $194 in 
taxes from an income of $521, while the 
average American pays $171 from an in- 
come of $709. 

The Economist has taken great care to 
make the calculations strictly comparable. 
If the revenue and expenditure estimates 
of President Roosevelt’s budget message 
of January 7 are realized, and the United 
States national budget message of that 
day are realized and the United States 
national income approximates $110,000,- 
000,000, the United States proportions for 
1942-43 will approximate what Britain 
is carrying in 1941-42—namely, in per- 
centages of the respective national in- 
comes—United States 1942-43 tax revenue 
33.5, total expenditure 66.5, war expendi- 
ture 51, compared to the United Kingdom 
1941-42 of 37.3, 67 and 45.5. 


University of Denver 
Announces Fellowships 


The School of Commerce, Accounts and 
Finance of the University of Denver has 
announced ten graduate fellowships in 
government management to be awarded 
on a competitive basis on a grant from 
the Alfred P. Sloan Foundation. The 
fellowships are open to both men and 
women. The maximum stipends for the 
18-month training period are $1,800 for 
a single person and $2,700 for a married 
person. The training period, originally 
scheduled to begin in September, 1942, 
may begin in June. 

Applicants must have, as of June, 1942, 
at least a bachelor’s degree, and they 
should be under 35 years of age. Their 
applications must be filed not later than 
March 10, 1942. Application forms, to- 
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gether with descriptive material about the 
training program, may be obtained from 
the Department of Government Manage- 
ment, University of Denver, School of 
Commerce. The Fellowship awards will 
be announced May 1. 


Post-War Slump Not Inevitable 


In a study prepared for the National 
Resources Planning Board, and published 
in February, Professor Alvin H. Hansen 
disputes the wide-spread theory that a 
post-war depression is inevitable. We 
must have, he says a “positive program 
of post wat economic expansion and full 
employment, boldly conceived and vig- 
orously pursued.” He believes that this 
will involve retaining much of the heavy 
taxation and large-scale government spend- 
ing of wartimes. 


Plan for Payroll Deduction 
for Defense Bonds 

One Michigan city has devised a rec- 
ord card for defense bond purchases, from 
payroll deductions. On one side is the 
employee’s authorization and on the other 
a record of deductions made, bonds pur- 
chased or cash refunded. The employee’s 
authorization indicates the amount of de- 
ductions and size of bonds he wants and 
paragraphs designating (a) a co-owner 
or beneficiary for the bonds if desired, 
(b) to whom accumulated cash deduc- 
tions should be paid in case of death, 
(c) procedure on leaving service, (d) 
procedure if payroll deductions for bond 
purchases are made compulsory by fed- 
eral law, and (e) that the employee 
waives all claims against the city for de- 
ductions if they are handled as author- 
ized. 


Articles of Interest in “Balance Sheet” 


“The Balance Sheet,” publication of 
the Controllers’ Congress of the National 
Retail Dry Goods Association, includes 
in its January issue two articles which 
should prove interesting to controllers. 
One is ‘The ‘Lifo’ Method of Inventory” 
by Jay Iglauer, and the second is entitled 
“The Contribution Plan” by R. L. Combs. 

Mr. Iglauer, Vice-President, Treasurer 
of The Halle Brothers Co., Cleveland, 
member of the Controllers Institute, and 
Chairman of the Taxation Committee of 
the N.R.D.G.A., gave his address before 
the N.R.D.G.A. 31st Annual Convention 
in New York City January 13. He de- 
scribed the Last In-First Out method of 
inventory as ‘‘a progressive and construc- 
tive accounting development, which I pre- 


dict will have an important influence in 
leveling off the peaks and valleys of our 
business cycles. It is equitable and truly 
reflects income. It will be successfully 
achieved if enough large organizations, 
of both private and public ownership, 
evidence their confidence in this prin- 
ciple of conservatism and elect to use 
Lifo.” 

The address by Mr. Combs, of the 
Broadway Department Store, Los Angeles, 
was made before the Retail Controllers 
Association of Los Angeles, October 23, 
1941. The contribution plan is a new 
idea of evaluating a department’s opera- 
tion. With this plan the department is 
charged only with the direct expenses 
which result from that department being 
in operation, and the difference between 
these department expenses and the gross 
margin maintained by that particular de- 
partment is considered as a contribution 
to the store’s profit, according to J. L. 
Hudson, who first advanced the plan. Mr. 
Combs endeavors to point out the ad- 
vantages of the Contribution Plan over 
the Net Profit Plan of studying a de- 
partment’s operation. 


Plans Made for Annual Statistical Meet 


The 104th Annual Meeting of the 
American Statistical Association will be 
held in Cleveland, Ohio, from Monday, 
December 28, through Wednesday, De- 
cember 30, 1942. The headquarters hotel 
will be announced following the first 
meeting of the Joint Committee on Local 
Arrangements. 

The president has appointed Edward A. 
Stephen as the Association’s representa- 
tive on the Joint Committee on Local 
Arrangements. For some years Mr. Ste- 
phen has served the Association as the 
District Representative for the Cleveland 
Chapter. His address is: The Ohio Bell 
Telephone Company, Cleveland, Ohio. 


War Industries Install 
Longer Working Weeks 


Increased working time in important 
war industries after Pearl Harbor is the 
most striking aspect of the December 
wage and hour statistics compiled by the 
National Industrial Conference Board. In 
the heavy machine and foundry equipment 
industry, average hours-per-week rose 
from 45.9 in November to 47.7 in Decem- 
ber while in foundries the increase was 
from 43.6 to 44.9. 

Throughout 1941 employees of the ma- 
chine and machine tool industry averaged 
49.7 hours a week, beating their nearest 


competitors, the heavy equipment indus- 
try, by 4.1 hours. In December they av- 
eraged fifty-one hours a week, one hour 
longer than in November and by far the 
longest working time per man in any in- 
dustry. 


Corporate Taxes To Reach Maximum 


Prospects are that the amount of money 
raised by the Government through taxa- 
tion will reach an all-time high in 1942, 
according to Standard & Poor’s Corpora- 
tion. Whatever the increase in taxes on 
individuals, some rise in the tax burden 
on corporations is certain in 1942. It is 
expected that the level of corporate taxa- 
tion will be lifted to the “maximum 
levels consistent with retaining the profit 
motive for private enterprise.’ Thus, 
while there are indications that Congress 
will take a reasonable view of this prob- 
lem, it is not improbable that corporate 
taxes will reach a ceiling in the coming 
year, which will last for the duration of 
the war. 


Income Increase Sets Record 


As a result mainly of expanded manu- 
facturing payrolls, total income payments 
to individuals in December, as guaged by 
the Commerce Department’s index showed 
the sharpest monthly increase of the whole 
1929-1941 period, it was reported on 
February 9. 


Treasury Shows Increase in N. Y.’s Payments 


A comparative statement of internal 
revenue collections in the calendar years 
1940 and 1941, issued February 5 by the 
Treasury, indicates increases varying from 
40 to 70 per cent. in tax receipts for the 
State of New York. 


Rulings on Savings Bonds 


Employees owning U. S. savings bonds 
should be reminded that the law requires 
such bonds to be reported in federal in- 
come tax returns. 

It was also ruled recently by the Ne- 
braska Attorney-General that United 
States savings bonds are not proper col- 
lateral in securing public funds, because 
they are not transferable and are payable 
only to the owners named thereon except 
in the case of disability or death. 


Food Price Nears 1929 Peak 


The wholesale food price index for the 
last week in January rose four cents to 
$3.51, only one cent under the 1929 
peak, Dun and Bradstreet, Inc., reported. 








Committees for 1942 
Controllers Institute of America 


ADMISSIONS 


WILFRED H. SIGERSON, Chairman 
United States Steel Corporation, New 
York City. 
GeEorGE I. BRIGDEN 
St. Joseph Lead Company, New York 
City. 
Harry L. CAMP 
The Borden Company, New York City. 
Marvin W. KIMBRO 
General Foods Corporation, New York 
City. 
GEORGE J. THOMAS 
TelAutograph Corporation, New York 
City. 


BUDGET AND FINANCE 


Louis M. NICHOLS, Chairman 
General Electric Supply Corporation, 
Bridgeport, Connecticut. 

C. ELtis SPENCER 
Crompton & Knowles Loom Works, 
Worcester, Massachusetts. 

WitForp H. SwINNEY 
West Penn Power Company, Pittsburgh. 


EXECUTIVE 


JoHN H. MacDona_p, Chairman 
National Broadcasting Company, Inc., 
New York City. 

GEORGE R. DRYSDALE 
Phelps Dodge Corporation, New York 
City. 

H. F. ELBERFELD 
Colgate-Palmolive-Peet Company, Jersey 
City, New Jersey. 

THOMAS L. EvANs 
Weston Electrical Instrument Corpora- 
tion, Newark, New Jersey. 

Lewis D. PARMELEE 
Atlantic Gulf & West Indies Steamship 
Lines, New York City. 


EDUCATION 


HENry C. Perry, Chairman 
The Heywood-Wakefield Company, Gard- 
ner, Massachusetts. 
VINE F. Covert 
Westinghouse Electric & Manufacturing 
Company, Pittsburgh. 
JOHN P. HANSON 
Rockefeller Center, Inc., New York City. 
DEANE S. HAZEN 
Benjamin Electric Manufacturing Com- 
pany, Des Plaines, Illinois. 
JOHN W. Hooper 
American Machine & Foundry Company, 
Brooklyn, New York. 
PROFESSOR Roy B. KESTER 
Columbia University, New York City. 
HuGo KUECHENMEISTER 
_ Schuster & Company, Inc., Milwau- 
ee. 
JoHN H. MacDoNALpD 
National Broadcasting Company, Inc., 
New York City. 
H. I. MAcLEAN 
University of Pennsylvania, Philadelphia. 
JAMES E. MCMULLEN 
The Colorado Fuel and Iron Corporation, 
Denver, Colorado. 


R. W. MICHENER 
Sword Steamship Line, Inc.. New York 
City. 

E. F. C. PARKER 
General Baking Company, New York 
City. 

PROFESSOR JOHN H. SHIELDS 
Duke University, Durham, North Caro- 
lina. 

PROFESSOR Ross G. WALKER 
Harvard University, Boston. 

EUGENE F. WALSH 
Universal Pictures Corporation, New 
York City. 

FRANK WILD 
Lenthéric, Inc., Brooklyn, New York. 


ELIGIBILITY STANDARDS 


HERBERT E. Hout, Chairman 
Palmer House, Chicago. 

THOMAS H. HUGHES 
General Printing Ink Corporation, New 
York City. 

FRANK L. KING 
The Continental Illinois National Bank 
& Trust Company, Chicago. 

Oscar N. LINDAHL 
Carnegie-Illinois Steel Corporation, Pitts- 
burgh. 

E: B. Nutr 
Standard Oil Company (New Jersey), 
New York City. 

O. GoRDON PRITCHARD 
Simmons Company, New York City. 


ETHICS AND PROFESSIONAL 
STANDING 


RopNEY S. DurRKEE, Chairman 
Lane-Wells Company, Los Angeles. 

EpWIN E. BALLING, Jr. 
Latchford-Marble Glass Company, Los 
Angeles. 

ALDEN L. BENNETT 
Crown-Zellerbach Corporation, San Fran- 
cisco. 

H. S. BERGSTROM 
Pacific Finance Corporation of California, 
Los Angeles. 

PHILIP F. BREEN 
Pioneer Division—The Flintkote Com- 
pany, Los Angeles. 

RICHARD A. BROOKS 
General Petroleum Corporation of Cali- 
fornia, Los Angeles. 

Dub Ley E. BROWNE 
Lockheed Aircraft Corporation, Burbank, 
California. 

GEORGE K. CHRISMER 
Easy Washing Machine Corporation, 
Syracuse, New York. 

WILLARD K. CRAIG 
Loew's, Incorporated—Metro-Goldwyn- 
Mayer Studios, Culver City, California. 

WESLEY CUNNINGHAM 
General Petroleum Corporation of Cali- 
fornia, Los Angeles. 

THOMAS CURETON 
Lykes Brothers Incorporated, Tampa, 
Florida. 

GEORGE H. HEss, Jr. 
Great Northern Railway Company, St. 
Paul, Minnesota. 
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GeorGE H. HETLEY 
Harrison Radiator Division, General Mo- 
tors Corporation, Lockport, New York. 
LEONARD W. HUGHES 
California Corrugated Culvert Company, 
Berkeley, California. 
HomMeErR E. LupWICK 
The Firestone Tire & Rubber Company, 
Los Angeles. 
EpwaArD V. MILLS 
Fireman’s Fund Insurance Company, San 
Francisco. 
J. C. YARBROUGH 
Los Angeles Railway Corporation, Los 
Angeles. 


CONSIDERATION OF MUTUAL 
PROBLEMS WITH THE AMERICAN 
INSTITUTE OF ACCOUNTANTS 


JoHN C. NayLor, Chairman 
Pet Milk Company, St. Louis. 

H. F. ELBERFELD 
Colgate-Palmolive-Peet Company, Jersey 
City, New Jersey. 

DANIEL J. HENNESSY 
Long Island Lighting Company, Mineola, 
L. I., New York. 


PLANNING 


VERL L. ELLiott, Chairman 
The Atlantic Refining Company, Phila- 
delphia. 
FRANK J. CARR 
— Steel & Wire Company, Cleve- 
land. 
RopNEY S. DURKEE 
Lane-Wells Company, Los Angeles. 
HERBERT A. GIDNEY 
Gulf Oil Corporation, Pittsburgh. 
DANIEL J. HENNESSY 
Long Island Lighting Company, Mineola, 
L. I., New York. 
Oscar N. LINDAHL 
Carnegie-Illinois Steel Corporation, Pitts- 


burgh. 

B.S. Nutr 
Standard Oil Company (New Jersey), 
New York City. 


HENRY C. PERRY 
The Heywood-Wakefield Company, Gard- 
ner, Massachusetts. 

Roscoe SEYBOLD 
Westinghouse Electric & Manufacturing 
Company, Pittsburgh. 

J. CALVIN SHUMBERGER 
Call-Chronicle Publishing Company, Al- 
lentown, Pennsylvania. 

PAUL J. URQUHART 
Aluminum Company of America, Pitts- 
burgh. 


PUBLICATIONS 

ARCHER E. CHURCH, Chairman 

Weekly Publications, Inc.—Newsweek, 

New York City. 
THOMAS F. ARMSTRONG 

Eastern Air Lines, Inc., New York City. 
Harry L. CAMP 

The Borden Company, New York City. 
T. E. J. CROWLEY 

New York Journal and American, New 

York City. 








—w 








SACKET R. DURYEE 
Wyman-Gordon 
Massachusetts. 

MILTON M. FRITCH 
Saks Fifth Avenue, New York City. 

THOMAS M. GRIFFIN 
Terminal Warehouse 
York City. 

RANDOLPH LANE 
The New York Quinine and Chemical 
Works, Inc., Brooklyn, New York. 

ALBERT W. LAUTER 
Riegel Paper Corporation, 
City. 

WILLIAM R. LITTLE 
The Evening Star Newspaper Company, 
Washington, D. C. 

W. P. Marsh, Jr. 

U. S. Industrial Alcohol Company, New 
York City. 

C. C. McCoNkKIE 
The Plain Dealer Publishing Company, 
Cleveland. 

LYLE M. PROUSE 
Sperry Gyroscope Company, Inc., 
lyn, New York. 

JosEPpH A. RITSON 
Chicago Pneumatic Tool Company, New 
York City. 

RoBERT A. SEIDEL 
W. T. Grant Company, New York City. 

WALTER C. TURNER 
The Curtis Publishing Company, Phila- 
delphia. 

Harry H. WEINSTOCK 
The New York Times, New York City. 

Byron C. WILLCOX 
The Grolier Society, Inc., New York City. 

G. T. ZIGNONE 
G. P. Putnam’s Sons, New York City. 


Company, Worcester, 


Company, New 


New York 


Brook- 


COOPERATION WITH THE 
SECURITIES AND EXCHANGE 
COMMISSION 

S. W. Dunc, Chairman 
Shell Union Oil Corporation, New York 
City. 
J. J. ANZALONE 
The Alleghany Corporation, Cleveland. 
B. D. F. BAIRD 
The J. G. Brill Company, Philadelphia. 
GRANVILLE H. BOURNE 
The Commonwealth & Southern Corpo- 
ration, New York City. 
J. F. BRANDT 
Swift & Company, Chicago. 
ALFRED B. CIPRIANI 
Blaw-Knox Company, Pittsburgh. 
WALTER H. DuPKA 
Jones & Laughlin Steel 
Pittsburgh. 
MILTON G. KERR 
Union Oil Company of California, Los 
Angeles. 
RoscoE SEYBOLD 
Westinghouse Electric & Manufacturing 
Company, Pittsburgh. 
Myron G. SHOOK 
The Glenn L. Martin Company, Balti- 
more, Maryland. 
H. T. WaRsHOW 
National Lead Company, New York City. 


Corporation, 


SOCIAL SECURITY PROCEDURE 


JouHN A. WILLIAMS, Chairman 
Niagara Hudson Power Corporation, Sy- 
racuse, New York. 

H. R. BARRETT 
United States Gypsum Company, Chi- 
cago. 
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ALFRED J. BLASCO 
Interstate Securities 
City, Missouri. 

Davip K. BOUTON 
Refined Syrups & Sugars, Inc., New York 
City. 

CLARENCE R. BRITTEN 
Monroe Calculating Machine Company, 
Inc., Orange, New Jersey. 

WALTER S. CoRRIE 
National Gypsum Company, 
New York. 

Harry C. GRETZ 
American Telephone and Telegraph Com- 
pany, New York City. 

JOHN K. HILL 
The Norwich Pharmacal Company, Nor- 
wich, New York. 

FreD F. Hoyt 
Carrier Corporation, Syracuse, New York. 

HENRY L. JUNGE 
Underwood Elliott Fisher Company, New 
York City. 

HuGo KUECHENMEISTER 


Company, Kansas 


Buffalo, 


Ed. Schuster & Company, Inc., Milwau- 
kee. 

PETER H. May 
Maryland Casualty Company, Baltimore, 


Maryland. 

GEORGE E. MYERS 
Ball Brothers Company, Muncie, 
ana. 

VICTOR J. OLEARO 
American Type Founders, 
Elizabeth, New Jersey. 

DWIGHT ORR 
Weyerhaeuser Timber 
coma, Washington. 

O. H. RITENOUR 
Washington Gas Light Company, Wash- 
ington, D. C. 

ALBERT J. WIELAND 
Tilo Roofing Company, Inc., 
Connecticut. 


Indi- 


Incorporated, 


Company, Ta- 


Stratford, 


TECHNICAL INFORMATION AND 
RESEARCH 


Roy S. HoLtpEN, Chairman 
Public Service Company of Northern II- 
linois, Chicago. 

FreD H. ALLEN 
The American Laundry Machinery Com- 
pany, Cincinnati. 

Davip R. ANDERSON 
The Kendall Company, Walpole, Massa- 
chusetts. 

ERNEST V. ANDERSON 
National City Lines, Inc., Chicago. 

J. F. BRANDT 
Swift & Company, Chicago. 

F. CHARLES BROWN 
National Geographic Society, Washing- 
ton; EX C. 

Dubey E. BROWNE 
Lockheed Aircraft Corporation, Burbank, 
California. 

RICHARD H. BROWNE 


Terminal Barber Shops, Inc., New York 


City. 
HERBERT P. BUETOW 
Minnesota) Mining & Manufacturing 


Company, St. Paul, Minnesota. 
HERSCHEL L. BURROUGH 
Great Lakes Dredge & Dock Company, 
Chicago. 
THoMAS P. CARLEY 
Reliance Manufacturing Company, Chi- 
cago. 
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WILLIAM HERBERT CARR 
California Packing Corporation, San 
Francisco. 
FRED DUNNING 
Yale & Towne Manufacturing Company, 
New York City. 
FRANZY EAKIN 
A. E. Staley Manufacturing Company, 
Decatur, Illinois. 
C. F. EvELEIGH 
Eli Lilly & Company, Indianapolis, Indi- 
ana. 
LESTER W. FIELD 
Willcox & Gibbs Sewing Machine Com- 
pany, New York City. 
MILTON M. FRITCH 
Saks Fifth Avenue, New York City. 
JOHN H. GILBERT 
Chase Brass & Copper Company, Water- 
bury, Connecticut. 
HoMER P. GorF, JR. 
American Maize-Products Company, New 
York City. 
DEANE S. HAZEN 
Benjamin Electric Manufacturing Com- 
pany, Des Plaines, Illinois. 
MarTIN V. HENNE 
Dun & Bradstreet, Inc., New York City. 
LEO J. HOBAN 
Hecla Mining Company, Wallace, Idaho. 
HERBERT E. HOLT 
Palmer House, Chicago. 
CHARLES C. JARCHOW 
American Steel Foundries, Chicago. 
RANDOLPH LANE 
The New York Quinine and Chemical 
Works, Inc., Brooklyn, New York. 
P. H. LITTLEFIELD 
Canada Dry Ginger Ale, Inc., New York 
City. 
Harry I. MACLEAN 
University of Pennsylvania, Philadelphia. 
J. A. McBripE, Jr. 
United Drill and Tool Corporation, Chi- 
cago. 
JAMES E. MCMULLEN 
The Colorado Fuel and Iron Corporation, 
Denver, Colorado. 
CLARENCE E, PACKMAN 
Middle West Service Company, Chicago. 
ROBERT R. PATTILLO, Retail Credit Com- 
pany, Inc., Atlanta, Georgia. 
RICHARD N. RIGBY 
Gillette Safety Razor Company, Boston. 
RUSSELL M. RIGGINS 
Phillips Petroleum Company, Bartlesville, 
Oklahoma. 
JoHN L. VoGEL, Signode Steel Strapping 
Company, Chicago. 
CHARLES H. WESTBROOK 
Chicago and North Western Railway 
Company, Chicago. 
GEorRGE B. WHITFIELD 
The Quaker Oats Company, Chicago. 


COOPERATION WITH THE 
TREASURY DEPARTMENT 


F. G. HAMRICK, Chairman 
American Smelting & Refining Company, 
New York City. 

GEORGE R. DRYSDALE 
Phelps Dodge Corporation, New York 
City. 

VERL L. ELLIOTT 
The Atlantic Refining Company, Phila- 
delphia. 

CHRISTIAN E. JARCHOW 
International Harvester Company, Chi- 
cago. 
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JOHN A. LANE 
Armour and Company, Chicago. 

Oscar N. LINDAHL 
Carnegie-Illinois Steel Corporation, Pitts- 
burgh. 

WarREN M. MAULE 
Petroleum Finance Corporation of Texas, 
New York City. 

T. C. McCoss 
Standard Oil Company (New Jersey), 
New York City. 

E. G. MICHAELS 
Vick Chemical 
North Carolina. 

L. C. PERKINSON 
American Cyanamid Company, New York 
City. 

J. J. RUSSELL 
Revere Copper and Brass Incorporated, 
New York City. 

RoscoE SEYBOLD 
Westinghouse Electric & Manufacturing 
Company, Pittsburgh. 

C. ELLis SPENCER 
Crompton & Knowles 
Worcester, Massachusetts. 

F. A. ULMER 
Monsanto Chemical Company, St. Louis. 

PAUL J. URQUHART 
Aluminum Company of America, Pitts- 
burgh. 


Company, Greensboro, 


Loom Works, 


WAGE-HOUR PROCEDURE 
C. J. VAN NIEL, Chairman 
Eastman Kodak Company, 
New York. 
WILLIAM AITKEN 
Falstaff Brewing Corporation, St. Louis. 
JAMES C, ANDERSON 
Standard Oil Company (New Jersey), 
New York City. 
SHEPARD E. BARRY 


Rochester, 


The Northwestern Mutual Insurance 
Company, Milwaukee. 

ARTHUR BATTS 

The Carborundum Company, Niagara 


Falls, New York. 

WALLACE L. Davis 
Pennsylvania Power & Light Company, 
Allentown, Pennsylvania. 

EpwarD J. Dowp 
Schwitzer-Cummins 
apolis, Indiana. 

ROBERT E. FREDERICKSON 
The Symington-Gould Corporation, Roch- 
ester, New York. 

J. FreD HuNT 


Company, Indian- 


Kimberly-Clark Corporation, Neenah, 
Wisconsin. 

STuART D. MAcCLAREN 
The Heywood-Wakefield Company, 
Gardner, Massachusetts. 

A. N. Masucci 
Hickey-Freeman Company, Rochester, 


New York. 

WILLIAM E. Parry 
Anderson, Clayton & Company, Houston, 
Texas. 

DuNCAN D. RICHARDSON 
Monroe Calculating Machine Company, 
Inc., Orange, New Jersey. 

ALBERT H. RUMBLE 
Remington Rand, Inc., 
York. 

F. M. SHADLEY 
Quaker City Rubber Company, 
delphia. 

J. KarL SCHNEIDER 
General Cable Corporation, Perth Am- 
boy, New Jersey. 


Buffalo, New 


Phila- 
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COOPERATION WITH THE WAR 
PROGRAM 
H. PARKE THORNTON, Chairman 
The White Motor Company, Cleveland. 
CHARLES L. BEARD 
Bell Aircraft Corporation, Buffalo, New 
York. 
ALBERT S. CORSON 
The United Gas Improvement Company, 
Philadelphia. 
HERBERT C. DAVIDSON 
Consolidated Edison Company of New 
York, Inc., New York City. 
THOMAS W. DINLOCKER 
S K F Industries, Inc., Philadelphia. 
Ray W. Dost 
Borg-Warner Corporation, Chicago. 
F. C. Estos 
International Business Machines Corpo- 
ration, New York City. 
WALTER B. GEROULD 
A. G. Spalding & Bros., Inc., Chicopee, 
Massachusetts. 
FreD F. Hoyt 
Carrier Corporation, Syracuse, New York. 
J. A. KEOGH 
Allis-Chalmers Manufacturing Company, 
Milwaukee. 





JosEPH F. McCarTHY 
United Aircraft Corporation, East Hart- 
ford, Connecticut. 
Epwin E. McCoNNELL 
Norton Company, Worcester, Massachu- 
setts. 
Lioyp D. McDoNALD 
The Warner & Swasey Company, Cleve- 
land. 
CarLos F. Noyes 
The Baldwin Locomotive Works, Phila- 
delphia. 
HuGH L. PATcH 
The Standard Oil 
Cleveland. 
JOHN SANDERSON 
The Sperry Corporation, New York City. 
J. E. Savacoo. 
Mack Trucks, Inc., Long Island City, 
New York. 
DANIEL M. SHEEHAN 
Monsanto Chemical Company, St. Louis. 
CHARLES H. WESTBROOK 
Chicago and North Western Railway 
Company, Chicago. 
HAROLD W. WURSTER 
Murray Corporation of America, Detroit. 


Company (Ohio), 


Westinghouse Sets Up 
“Grubstake” Fund 


The Westinghouse Electric and 
Manufacturing Company assured its 
78,000 employees in February of a 
“grubstake” in the post-war period 
when reconstruction might necessitate 
some layoffs. 

The company said a special separa- 
tion reserve fund had been established 
to assist those employees who might be 
furloughed during the change from 
emergency war production to normal 
operation. The company is now work- 
ing on about $350,000,000 worth of 
war orders. 


Under the reserve fund plan West- 
inghouse will set aside an amount 
equal to one-half of one per cent. of 
its payroll each month. Some indica- 
tion of the possible size of this fund 
is given by the fact that the payroll 
is now running more than $15,000,- 
000 a month. 

The separation reserve is being pro- 
vided in addition to more than $4,- 
000,000 in Federal and State unem- 
ployment insurance payments made by 
Westinghouse in 1941. Employees are 
buying defense bonds at the rate of 
almost $250,000 a month. 


O’Brien Named S.E.C.Commissioner 


The Securities and Exchange Com- 
mission gained a new commissioner 
January 22 in Robert H. O'Brien, 
former director of its Public Utilities 
Division, and is to retain an old one 
in the person of Robert E. Healy, who, 
at President Roosevelt’s request, has 
withdrawn his resignation. 

Mr. O’Brien, who is 37 years old, 
was nominated by the President to fill 


the vacancy caused by the departure of 
Edward C. Eicher, former chairman, 
who has become a judge. 

The commission now consists of 
Chairman Purcell, Edmund Burke, 36, 
and Mr. O’Brien, all of whom were 
appointed to the commission only last 
year; Mr. Healy, appointed in 1934, 
and Sumner T. Pike, 50, appointed in 
1940. Commissioners Healy and Pike 
are Republicans. 
















“Tak about dopes — you should’ve seen the 
one I had a blind date with last night! Said he 
was an artist, and started talking about ‘the 


machine age,’ and how awful it is. 


e “So after I got an earful, I said, ‘Look, Oscar! 
I like the machine age! I’m no artist, I admit — 
but I sure can perform on a Model M Compt- 
ometer! And anybody who ever worked with a 
Comptometer would have a lot of respect for the 


machine age, believe me! 


¢ “‘T suess you never heard of the Keystroke- 
Censor? Well, I did! It’s an exclusive Compt- 
ometer feature that makes operating errors 
impossible — that’s all! And maybe you could’ve 
figured out how to eliminate all zeros on the 
answer dials, unless they’re part of the actual 
answer — like they’ve done on Model M 


Comptometers! 


e “ “Maybe the guy who first said “Comptometers 
handle more figure work in less time at lower 
cost” wasn’t a poet — but, Toots, he sure knew 


what he was talking about!’ ” 





“The Machine Age? 





I like it!” 








e Telephone your local Comptometer Co. representa- 
tive for a demonstration of “‘Comptometer Economy” 
on your specific figure-work problems . . . or to de- 
termine whether you are making the most efficient use 
of your present Comptometer equipment. 


e Or, if you prefer, write direct to Felt & Tarrant Mfg. 
Co., 1734 N. Paulina St., Chicago, Iil. 





COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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SOLVING PROBLEMS 
(Continued and page 113) 











There is nothing in the law that 
permits you to remove the effect of 
abnormal reductions in earnings and 
profits in computing invested capital. 

In determining invested capital you 
attempt to find out what is the aggre- 
gate amount invested in the business. 
Instead of taking something which 
would be more appropriate, theoreti- 
cally, such as the market value of the 
assets now in use, the law uses the tax 
basis of the property originally paid 
in and then adds subsequent accumula- 
tions of earnings. This results in a 
rather artificial determination of the 
aggregate amount now at work in the 
business. 

You do make adjustments for abnor- 
malities on the income credit side be- 
cause there you are trying to find 
fair measure of normal, ordinary, cus- 
tomary earnings, and an abnormality 
there would naturally distort the whole 
picture. But no matter how much you 
may have dropped out of your busi- 
ness in the past or no matter how ex- 
traordinary a loss it might have been, 
the truth is there is that much less at 
work now, and therefore, your in- 
vested capital credit is reduced thereby. 


Question No. 22 


Under the provisions of Section 734 how 
can an inconsistent position be asserted 
against the taxpayer if such taxpayer, in 
the excess profits tax return of 1940 or a 
subsequent year, has specifically disclaimed 
the use of the credit computed under Sec- 
tion 714—the invested capital method? If 
an inconsistent position can be so asserted, 
please furnish example. 


Well, of course, so far as the law is 
concerned, Section 734 is not limited 
to the invested capital credit. It ap- 
plies as well to the average earnings 
credit, and inconsistencies can be main- 
tained by the taxpayer under both 
credits. I told Mr. Fernald that I was 
disturbed by the question because it 
seemed rather obvious: that there were 
lots of examples that you could give 
of the application of 734 to the in- 
come credit. He agreed but pointed 


out, quite properly, that we certainly, 
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as a practical matter, are not so much 
concerned with 734 when we are on 
the income credit basis. An example 
of an inconsistency in computing the 
income credit would be to increase the 
income of the base period above to 
that reported for normal tax purposes. 


Question No. 23 


Section 713 provides for net capital ad- 
ditions or reductions in a taxable year in 
the determination of the excess profits 
credit based on income. If a corporation 
in a taxable year redeems its preferred stock 
at a price in excess of its original issue 
price, what disposition should be made of 
such excess in the determination of net 
capital reductions? Would your answer 
to the foregoing be affected in any way if 
new preferred stock were issued at a pre- 
mium in the same taxable year? 


My answer to this question would 
be that the premium paid would go 
toward the reduction of the accumu- 
lated earnings and profits. That would 
be consistent with a recent decision of 
the Fourth Circuit Court, decided on 
November 10, and with the Commis- 
sioner’s regulations under Section 27 
(g), dealing with the dividends paid 
credit, where an example is given of 
the retirement of preferred stock at a 
premium. 


Question No. 24 


During the year 1934, some 400 former 
employees, who had been laid off as the 
result of the depression, filed occupational 
suits against the company. Only one of 
these suits ever came to trial, and, in the 
case of that one, no judgment was awarded 
as the jury could not agree. The other 
cases were settled outside of court during 
the years 1935 and 1936. In your opinion, 
may the legal fees, settlements and other 
expenses incurred in connection with these 
cases which were paid during the 1936 be 
restored to income for the purpose of ar- 
riving at the base period net income. 


Generally speaking, I should be in- 
clined to answer this in the affirmative. 
The fact that no actual award was 
made is unimportant. There was a 
claim made and the amount was paid 
in settlement and certainly was at- 
tributable thereto, as the term “at- 
tributable” is used in the Regulations. 
The attorney’s fees certainly ought to 
be allowed, although they are not usu- 
ally abnormal, and the other expenses 
certainly should be permitted. 





The only abnormality in kind, ac- 
cording to the Regulations, is where 
you have no such item in any of the 
four preceding years and, of course, 
this is not the case in the illustration. 
Accordingly you will have to show 
that the item is abnormal in amount. 
You will find under Section 713 that 
there is a reference over to Section 721 
in the Regulations and there the Reg- 
ulations will tell you that you can- 
not segregate your claims with respect 
to this type of suit but you have to add 
together as one class all the claims 
that you may have paid in the four 
years preceding 1936 to determine 
whether you have an abnormality i 
amount. 


Question No. 25 


A. In 1941 Corporation A transferred to 
Corporation B (its wholly owned subsidiary) 
cash and Corporation B’s notes. Both Cor- 
poration A and B treat this on their books 
and records as an additional investment in 
the capital stock of Corporation B, though no 
additional shares of Corporation B were is- 
sued. 

Corporation A filed its 1940 Excess Profits 
Tax Return under the income method and wili 
probably file on the same basis for the year 
1941. Corporation B filed no Excess Profits 
Tax Return for 1940 and will probably use 
the invested capital method in 1941. 


Question 


. Does the amount of the contribution to 
capital of Corporation B by Corporation A 
represent additional invested capital of 
Corporation B? 

Does this contribution to capital by Cor- 
poration A to Corporation B compel these 
companies to adjust their highest bracket 
amount under supplement B? 

B. Corporation A owns over 90 per cent. of 
the stock of Corporation B. For the year 1940 
Corporation A filed no Excess Profits Tax 
Return as it was not liable for any tax under 
either the income or invested rege method 
of calculation. Corporation B filed its Excess 
Profits Tax Return on the income method. 
Both corporations will probably have the same 
situation with respect to filing its returns for 
the year 1941. In the year 1941 Corporation 
A transferred physical property to corpora- 
tion B as a contribution to capital without 
the issuances of any additional common stock 
of corporation B, all of which was owned by 
corporation A. 


bo 


Question 


Does this contribution to capital by Corpo- 
ration A to Corporation B compel these com- 
panies to adjust their highest bracket amount 
under supplement B? 


C. A company organizes a wholly owned 
subsidiary to engage in a new business and 
pays in cash for the capital stock. No other 
property is transferred to the subsidiary. Do 
the Highest Bracket Amount provisions of 
Supplement B apply? 


These questions all deal with the 
effect of a cash or property contribu- 
tion into a subsidiary or a payment of 
cash or property into a subsidiary in 
exchange for additional stock of the 
subsidiary. The questions relate to the 
effect of such contributions or pay- 
ments on the highest bracket amounts 
of the parent and the subsidiary. 
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Affirmations 


My success in the examination was due 
entirely to the training which I received 
from you. Your Higher Accountancy 
course certainly does give one the right 
kind of preparation. 
cy... -CEA. 
Alabama 


When I started your course in Higher 
Accountancy, I knew little, in fact al- 
most nothing about accounting. I never 
took or studied any course except yours. 
I have always had a good word for La- 
Salle. 

B; 5, CPA. 

Arkansas 


It was entirely through the efforts of the 
LaSalle instruction staff, the complete- 
ness of the course, and your personal 
cooperation, that it was possible for me 
to pass successfully the California C.P.A. 
examination. 

D. A. W., C.P.A. 

California 


I must give full credit to LaSalle for my 
success in obtaining the coveted certifi- 
CAG oe ic It is my understanding also 
that all three of the successful candidates 
at the May examinations in this state 
were LaSalle students. 

A Wa€., CLA. 

Montana 


Without the benefit of any other school- 
ing than the LaSalle Accountancy course 
and the optional C.P.A. review, I was 
able to pass the District of Columbia 
C.P.A. examination on my first attempt. 
RiiO.5.,: GPA: 
j > a oa 


My success in the C.P.A. examination I 

attribute to quite a considerable extent to 

your training, and I am quite sincere in 

recommending it to young men who are 

studying for the degree, or who want to 

improve themselves in accountancy. 
Ay BCR A. 
Florida 


I received wonderful benefit from your 
accounting course, and would never have 
been able to pass the C.P.A. examination 
without the knowledge received through 
your course. 
h. Be Mi; CPA. 
Georgia 


I am now a C.P.A., through passing the 
American Institute of Accountants ex- 
amination. Another victory for a LaSalle 


man. 
FES CPA. 
Idaho 


I give full credit for my success to your 
training, and I especially appreciate the 
valuable assistance you gave me in the 
C.P.A. Coaching Course. 
E. R. K., C.P.A. 
Illinois 
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We will take the case of the pay- 
ment of property into the subsidiary. 
Whether payment is made for addi- 
tional stock, or as a capital contri- 
bution to paid-in surplus, makes no 
difference. It is a transaction under 
which the basis will be determined 
under 113 (a) (8). Consequently, the 
parent becomes a transferor and the 
subsidiary becomes a transferee and 
the transaction is an exchange within 
the meaning of Supplement B. The re- 
sult is that the subsidiary will lose its 
own highest bracket amount and will 
get in exchange a portion of the par- 
ent’s highest bracket amount, which 
will in turn be taken away from the 
parent. 

The answer is easy when property 
is transferred. The real question is 
when cash, instead of property, goes 
into the subsidiary. There you have 
two cases which may be different: one, 
where the cash is merely contributed 
to paid in surplus and the other where 
the cash goes in for additional stock. 
If the cash goes in for additional stock, 
then the question is whether you have 
a Section 112(b) (5) transaction—a 
transfer of property to a corporation 
when immediately after the transfer, 
the transferor is in control of the 
transferee. The question is whether 
the cash would constitute property. 

Ordinarily, we are not interested in 
the tax-free exchange provisions where 
we are buying stock merely for cash, 
but there is that Halliburton decision, 
with which you are all familiar, where 
several people contributed to a single 
corporation some property and some 
cash. In determining whether there 
was a fair allocation of the securities 
received back, the court treated the 
cash as property. The regulations also 
provide that it makes no difference 
whether it is property or cash, B trans- 
ferred. 

The other situation is where instead 
of making an exchange of cash for 
additional stock, you make a cash con- 
tribution. There Supplement B will 
not apply unless you can say that the 
basis of that cash is determined under 
113(a) (8). It is hard to conceive 


of cash having any tax basis. You ordi- 
narily do not have any tax basis for 
cash. Supplement B would not apply 
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unless you can say that 113 (a) (8) 
applies as a basis provision in spite of 
the fact that the “property” involved 
is cash. (Applause. ) 


Question No. 26 


Please discuss the subject of Excess 
Profits Credit Carry-Over for companies 
computing on the invested capital method 
(1) as it affects 1940 returns, if any, (2) 
as it affects 1941 returns, assuming that a 
company had Excess Profits Credits com- 
puted on the invested capital method of 
$500,000; the 1940 return showing a profit 
of $100,000, the 1941 return showing a 
profit of $200,000, and probably the 1942 
return showing a profit of $100,000, or 
$300,000. 


Mr. Hearne: In a word, this ques- 
tion is as to the Excess Profits Tax 
carry over in 1940, 1941 and into 
1942. The question seems to be 
worded so there is no necessity for 
carry over in any year because this 
unfortunate taxpayer does not seem 
ever to equal its credit. Assuming that, 
or rather taking another question, if 
there is Excess Profits Taxable income, 
in 1941 or 1942 above the exemption, 
then of course, in 1941 you use the 
1940 carry over first and then the 
1942, and in 1942 you use the balance 
of the 1940 carry over so that you do 
not lose out, so that your 1942 carry 
over will go into 1943. 

Of course, for 1941 you have to re- 
compute your carry over and probably 
for 1942 you will have to recompute it 
again,—but the question is worded as 
you do not need any carry over. 


Question No. 27 


Should there be a very substantial drop 
in prices after the present war, is there 
any likelihood that without further legisla- 
tion, Commissioner would allow a com- 
pany which elected to use the last-in, first- 
out inventory basis under section 22(d) 
during a period of high prices, to revert 
to the first-in, first-out basis after the war? 


The answer here is rather obvious. 
If you can show a good business rea- 
son for reverting and it does not dis- 
tort income, it will probably be al- 
lowed. If the carry over provisions 
continue in the law, there will be more 
likelihood of it being allowed. How- 
ever, the Commissioner is always sus- 
picious of these changes and a lot de- 





pends on how substantial a part of 
your income inventory is. We cannot 
predict what the conditions will be in 
a couple of years. The answer to that 
is practical. 


Question No. 28 


A company filed a return showing a small 
loss in 1939, and a return showing a large 
loss in 1940. It will file a return showing 
income in 1941. If the correct items of 
expense had been reflected in the 1939 
return, the loss shown therein would have 
been considerably greater. 

Should the correct loss for 1939 be used 
in computing the net operating loss carry- 
over to 1941, rather than the loss reflected 
in the return? The 1939 return has been 
audited, but inasmuch as it was a “loss” 
year, the taxpayer has no revenue agent’s 
report. 

Will an amended return for 1939 be 
required in order to use the larger loss 
for that year in computing net operating 
loss deduction in 1941? 


It is here a question of expense be- 
ing shown in 1939 returns which 
showed a loss. It was not audited by 
the Bureau. ‘Should the correct loss 
for 1939 be used in computing the net 
operating loss carry over to 1941, 
rather than the loss reflected in the re- 
turn?” 

Yes. The law is fairly definite that 
the Excess Profits Tax return has to be 
computed with the correct amounts. 

“Will an amended return for 1939 
be required in order to use the larger 
loss for that year in computing net 
operating loss deduction in 1941?” 

There is no authority in the law 
for amended returns. It does not prove 
any more than an ordinary letter 
would. Most people, I think, use an 
amended return in order to keep their 
records straight. The essential thing 
is to apprise the Commissioner of all 
the facts. As far as an amended re- 
turn goes, it of itself proves nothing 
as far as establishing any rights. 


Question No. 29 


Where plants, machinery, and equipment 
are subject to overloads and overtime work 
because of the present emergency, what ac- 
counting procedure should be followed and 
what records should be kept to establish ab- 
normal depreciation for tax purposes? What 
experiences have come to your attention in 
regard to the attitude of the Bureau toward 
abnormal depreciation in these times ? 
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They do not like it. They would 
rather you would not ask for it. They 
would rather assert that it was allow- 
able in the past year. I think it be- 
hooves everyone to beware of that “‘al- 
lowable” provision because you may 
come after this emergency and say, 
“Look, this thing did not last as long 
as I expected it.” They will say that it 
was allowable in those years and you 
cannot make it up now. 

With regard to what records have 
to be kept, I recommend a very good 
article that reviewed all the tax cases— 
substantially, all of them—in a little 
pamphlet that came out a few weeks 
ago called ‘‘Accounting, Auditing, and 
Taxes in 1941.” It was a paper pre- 
sented at the 54th Annual Meeting of 
the American Institute of Accountants. 
In effect, most of the cases hold that 
you have to show that the machinery 
operated under hard conditions, longer 
hours, inexperienced help, or the like. 
Those are the records you need. 

Other things would be useful such 
as showing that you could not keep 
your machinery up to scratch in your 
repairs and maintenance. By and large, 
you have to show greater use. That 
seems to be what the Board thinks of 
more than anything else. 


Question No. 30 


Where the parent corporation contem- 
plates the sale of a subsidiary which has 
an earned surplus, what steps may be taken 
by the parent to minimize its tax liability? 
For example, in 1937, Corporation A ac- 
quired all the capital stock of Corporation 
B for $100,000. At the time of the con- 
templated sale, B had an earned surplus of 
$50,000 in cash and in investments. The 
purchaser is interested in acquiring only B’s 
operating assets for a price in excess of 
$100,000. 


The answer to this question depends 
upon whether the basis for the prop- 
erty is higher than for the stock. You 
cannot get the smallest tax withuut 
putting the figures down and figuring 
it out. I say that from experience. 


There is no other way of doing it. 
You can liquidate a subsidiary under 
112(b) (6) that has only cash tax-free. 
You can liquidate a subsidiary with 
cash and property if your property base 
is higher—liquidate “B” into the par- 
ent and have the parent sell the assets. 
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If the stock base is higher, declare 
a dividend of the cash investments. Be- 
ware that the dividend is not called 
a “liquidating dividend” and sell the 
stock which by that time may just cover 
the bare bones of the assets. Again, 
put the figures down and the answer 
will come out. 


Question No. 31 


How far may a corporation go in correct- 
ing a mistake in its capital stock tax return 
whereby the declared value was _ under- 
stated ? 


The CCA-3 says that you cannot go 
at all. CCA-2 says that you can correct 
an obvious error. In that case, $25,000 
was stated in the declaration and a 
clerical error was made; it should have 
been $2,500,000. If you are inter- 
ested, the CCA-3 was Scaife, I believe. 
The other was Lerner Stores vs. Com- 
missioner. The latter case disagreed 
thoroughly with the CCA-3 and will 
probably go to the Supreme Court. 
The certiorari has been granted, Mr. 
Chapman says. (Scaife was affirmed 
on Dec. 22.) 


Question No. 32 


A corporation uses normal or pre-determined 
costs for costing its sales and pricing it in 
process or finished inventory. These normal 
costs are calculated on a one-shift basis. Due 
to the fact that mills have been operating on 
a two- or three-shift basis during the year 
1941, there has been considerable over-earned 
burden each month which has been credited 
to income. 

As it is impossible to accurately revise all 
of the normal costs, the question now arises 
as to the pricing of the inventory at De- 
cember 31, 1941. 

By dividing the total amount of over-earned 
burden for say the last three months by the 
total cost of sales for this period, a percentage 
could be determined which would represent 
the percentage of over-earned burden in the 
inventory. This percentage would, of course, 
be obtained by each department or mill and 
should be fairly accurate. Applying this per- 
centage to the inventory calculated at normal 
costs would give an approximate amount of 
over-earned burden in the inventory. 

It is planned to set up this amount as a re- 
serve, the off-setting charge being to cost of 
sales. In your opinion would this charge be 
an allowable deduction? 


This question involves the use of 
standard or normal costs. A taxpayer 
has established its standard costs on a 
one-shift basis and it finds, when it 
gets on to a three-shift basis, that there 
is considerable over-earned burden 
each month which it says has been 
credited to income. It is impossible 
to revise accurately the normal costs. 
The question now arises as to the pric- 
ing of the inventory at December 31, 
1941. 





“We should suggest a way out of 
this; it seems to be fairly accurate”: 
the question states that it is planned 
to set up this over burden, which is, 
of course, a black figure, as a reserve, 
the offsetting charge being the cost of 
sales. Would this reserve be a proper 
deduction ? 

I do not know whether this taxpayer 
has ever received permission from the 
Bureau to use standard costs or not. I 
know a tremendous lot of companies 
have gone to standard costs and with- 
out a ‘‘by-your-leave’” from the Com- 
missioner. I think, by and large, in 
many cases the Bureau is tolerating 
rather than approving standard or nor- 
mal costs and when you get into a situ- 
ation like this, it may be plenty trou- 
blesome. The answer is that a reserve, 
as we all know, is not generally allow- 
able against inventory. Even more than 
that, I do not know that it is ever so 
allowable. One gets caught here in a 
bad situation. You have on the one 
hand a consistent practice, and on the 
other hand, the fact that you cannot 
have a reserve. There is no answer in 
the Regulations. 

Of course, if the Commissioner ap- 
proves pricing your inventory on nor- 
mal costs and you cannot change the 
normals quickly enough, it seems to me 
you are stuck with it. It is one of those 
things in normal costs that you have to 
realize is going to happen. Thank 
you. (Applause) 

Mr. Fernald: I will try, instead of 
stating these questions in detail, to give 
a few answers to some of the points 
asked. 


Question No. 33 


Section 711(a)(3) of the Internal Rev- 
enue Code provides: “If the taxable year 
is a period of less than twelve months the 
excess profits net income shall be placed on 
an annual basis... .. a 

A corporation keeps its records and files 
its returns on the basis of the calendar 
year. On July 1, 1941, the corporation is 
dissolved. 

The 1941 Income tax return of the cor- 
poration is considered to be a return for a 
taxable year for 12 months. 


Question: Should the 1941 Excess-Profits 
Tax return be prepared on the basis of 
the six month period being a taxable 
year, or should the Excess-Profits Tax 
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income for the six months be placed on 
a 12 months’ basis? 


This question raises the query of 
whether the final year of a corporation 
in liquidation is to be considered as a 
short period or a full year. 

I do not think there is any question 
but that it is to be considered a full 
year. Until recently the decisions were 
all that both the first year of a corpo- 
ration and the final year of its dissolu- 
tion were recognized as full twelve- 
month periods. That seemed to be the 
trend according to the Treasury and 
Court decisions. They now introduced 
a provision which you will find in Reg- 
ulations 109, Sec. 30.711 (a)-4 which 
holds that the first year of the corpo- 
ration is a period less than twelve 
months. In Regulations 103, Section 
19.53-1 you find the provision that a 
corporation may submit its tax return 
on dissolution. That is only permis- 
sible. If the corporation does not take 
advantage of the permission, it still 
has to file its return as a full twelve- 
month return. 

I can not see any reason for treating 
the final year as a short year in adjust- 
ing your credit. 


Question No. 34 


For purposes of computing invested capi- 
tal, would a reorganization that occurred 
prior to December 31, 1917, which under 
present laws is tax-free, be considered as 
coming under the provisions of Supple- 
ment B, or would the reorganization take 
the status of a taxable transaction, permit- 
ting the taxpayer a basis of the fair market 
value of the securities issued in exchange? 


This raises a question which I am 
not sure that I have really clear in my 
mind. It refers to a reorganization 
prior to December 31, 1917, and 
brings up the question of Supplement 
B. By that I understand it refers to 
Section 751. Now, the companies 
which can fall under Supplement B 
are those as to which Section 112(b) 
(4) or (5), and so forth apply, that 
is, those provisions of the present law 
or similar provisions of a prior law. 

There was no similar provision of a 
prior law before December 31, 1917. 
We have the other provisions of Sec. 
751 as to paid in surplus which defi- 
nitely applies only after December 31, 
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1917. So I can see nothing at all 
that could bring under Supplement B 
this situation referred to here of re- 
organization prior to 1917. 


Question No. 35 


Corporation A, owned by less than 10 
individuals, has a capitalization of $1,000,- 
000 and earnings of $40,000. 

It is proposed by means of a tax free 
reorganization to form Corporation B and 
C, owned by the same stockholders, each 
with a capital of $500,000 and each with 
approximate earnings of $20,000. Corpo- 
ration A is to be dissolved, and stock of B 
and C distributed to stockholders of Corpo- 
ration A. 


1. Is the taxable income of Corporation B 
and C figured separately or consolidated 
for purpose of Excess Profits Taxes? 

. Is the taxable income of Corporation B 
and C figured separately or consolidated 
for the purpose of Excess Profits Taxes? 


nN 


Those two corporations, B and C, 
from and after the time that A was 
dissolved had no common parent cor- 
poration. Individual ownership, even 
100 per cent. by the same individual 
or group of individuals, is not a basis 
for a consolidated return. 


Question No. 36 


Section 203 of the 1941 Act allows in- 
creased credit for “new capital.”” What 
will be the result of a taxable stock divi- 
dend declared from earnings of the current 
year on the ‘new capital’ allowance? Will 
a taxable stock dividend paid out of earn- 
ings of the current year result in a ‘“‘new 
capital” allowance for subsequent years ? 


I have to answer very briefly the 
question whether the increased credit 
for ‘new capital” is applicable to a 
stock dividend. First,—Can a taxable 
stock dividend be taken in as new cap- 
ital when it is a dividend declared out 
of earnings of the current year? The 
provision of Section 18(a) (6) ties 
back to the provision of Section 
718(a) (3) where the dividend is not 
to be taken into account in the taxable 
year from the income of which it is 
paid. So the answer to the first part 
of this question would be “No.” Sec- 
ond,—Will it be taken into account in 
the next year? I think, on that ques- 
tion, the answer is ‘“Yes.” 


In calculating depletion on the basis of 
cost, must the ore reserves used be the same 
as those used for 3/1/13 calculations? 


The answer is ‘Not necessarily.” 


May the latest information regarding re- 
serves be worked back in arriving at a cost 
basis depletion rate? 


The answer is ‘Yes.’” The latest in- 
formation should be worked back to 
apply to the depletion deduction also, 
if that is on the March 1, 1913 basis, 
using the dilution provision. 

The formula which was developed 
under the old Excess Profits Law for 
computing the depletion on cost was 
this: If your property was acquired 
prior to March 1, 1913, you could take 
your 1913 tonnages or units of metal 
and to those add what had been ex- 
tracted between the time of purchase 
and the March 1, 1913, date to get a 
total which you would divide into your 
cost to get your depletion sustained 
on the basis of cost. 

At that time we were having no 
question as to any further development 
of ore reserves after March 1, 1913, 
because 1913 to 1917 was such a short 
period, but today, if your mine now 
shows a much larger tonnage than you 
had allowed in 1913, then you are sup- 
posed to take that into account in figur- 
ing your March 1, 1913, depletion 
and also the cost depletion. The fore- 
going answer manifestly applies only 
to a property which has a March 1, 
1913, basis. 


Question No. 37 


If in a consolidated return it is required 
to use the parent’s basis for the assets of 
a subsidiary, should depreciation and de- 
pletion be computed on the basis? If so, 
should this depreciation and depletion be 
used in arriving at subsidiaries’ earnings 
available for distribution ? 


As to the first part, I think the 
answer is sometimes yes and some- 
times no. I respectfully refer to you 
the Regulation, Section 33.31(b) (2)- 
(v)(F), in which it is stated that if 
you come under (iv)(F) where you 
have the parent’s basis, proper ad- 
justment should be made with re- 
spect to the amount of any realiza- 
tions prior to the beginning of the 
taxable year upon any unrealized ap- 
preciation or depreciation in assets 
previously reflected in consolidated 
average invested capital as computed 
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under Section (b)(2)(iv)(F). In 
that case all I can say briefly is to 
make the proper adjustment in com- 
puting consolidated earnings and 
profits. As to the other point, I 
have previously said that, in com- 
puting the earnings available for dis- 
tribution as dividends, the basis is 
corporation by corporation and it is 
not a matter of consolidated earnings 


and profits. (Applause) 
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able to introduce the method when prices 
are low than when they are high. 

The method is most appropriate in in- 
dustries where price movements of raw ma- 
terials are characterized by fairly parallel 
movements in prices of finished products. 


The use of the elective method for 
tax purposes is subject to examination 
and review by the Commissioner of In- 
ternal Revenue, and he may demand 
that certain conditions be met before 
granting his approval. 

While the detailed accounts at 
plants and branches will continue to 
be carried for the present on the con- 
ventional basis, everyone responsible 
for results or the accounting therefor 
should understand the economic prin- 
ciples affecting such results and should 
differentiate in his thinking between 
expendable earnings and those which 
include inventory appreciation or de- 
preciation and, therefore, are not true 
income. With the elimination of in- 
ventory price fluctuations, the com- 
pany’s results will be much closer to 
earnings on a strict current replace- 
ment basis than formerly, and_ this 
should be kept clearly in mind in all 
operations. 


$15,000,000 IN GOODS 
KEPT FROM JAPANESE 


An estimated $15,000,000 worth of 
war materials destined for Far Eastern 
areas now occupied by Japan, some of 
which was actually on its way across 
the Pacific, has been saved for the war 
effort of the United States through 
prompt action by the Foreign Fund 
Control, the Treasury announced re- 
cently. 
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wages, we have subsidized bread and 
certain other commodities. 

I am just going to read you a little 
bit out of the London Economist of 
December 20 which I think is very 
pertinent to the problem we have had 
on the other side. The engineering 
unions claimed a substantial increase 
last year. They claimed the increase 
because they said that the cost of liv- 
ing had gone up, and they had to pay 
bigger taxes on commodities. The Lon- 
don Economist said that neither of 
these two grounds in their view was 
good, and went on to say: 

“The fact is that price control with 
the aid of large Government subsidies 
in the case of foodstuffs now covers the 
main items in the household budget, 
and rationing, now that it extends to 
canned foods as well as clothing, in- 
sures a reasonably fair distribution of 
the supplies available, except perhaps 
among the very poorest—whom the 
engineering unions do not represent. 
It is the shortage of supplies rather 
than the cost of living that holds down 
the standard of living of the commu- 
nity, engineers and all, and no amount 
of monetary manipulation can provide 
the ships, the manpower, and the ma- 
terials to increase them. 


CANNOT INCREASE WAGES TO 
COUNTERACT TAXES 


“It is only by a reduction in the 
consumption of almost all the nation, 
including the engineers, that the ma- 
terial resources to carry on the war can 
be released, and the unions’ suggestion 
that the effects of the purchase tax, 
which was put on to restrict consump- 
tion, should be counteracted by an in- 
crease in wages is contrary to common 
sense. To increase wages in order to 
counteract any form of wartime tax- 
ation is simply to defeat the purpose 
of the tax, which is to cut down the 
purchasing power in the hands of the 
public. 

“So long as workers believe that it 
is possible to maintain their peace time 
standard of living in a war economy, 
these absurdities will risk being re- 
peated.” 
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This was an extremely difficult prob- 
lem as far as we were concerned be- 
cause I think it is well known that the 
engineers’ standard of pay was not 
equal to the standard of pay in other 
similar walks of life on the other side, 
and so the Committee had a very dif- 
ficult job to face in deciding whether 
to give them any increased wage or 
not, but it is quite true that in a coun- 
try like England, and in fact in all 
countries, it is no use imagining that 
one can maintain one’s standard of 
living in a total war, and therefore I 
think many people regret that this de- 
cision was necessary. 


CUSHION For Post-WAR DEPRESSION 


I should now like to say a word 
about certain items in our war time 
taxation. As a further means of re- 
ducing the buying power of the pub- 
lic and enabling more goods to be 
available for export, certain new pro- 
visions were made in our last finance 
bill. The personal allowances of the 
single and married taxpayer were re- 
duced. The earned income allowance 
was also reduced, and it was arranged 
that the tax payable by these two re- 
ductions should be credited to the tax- 
payer in the postal savings bank and 
returned to him after the war. In ad- 
dition to having the effect of curtail- 
ing civilian consumption, this arrange- 
ment does provide a cushion for a 
possible post-war depression. 

Income and surtaxes were increased 
considerably, and are now about as 
high as they can go. I have heard it 
stated on very good authority that there 
are only 200 individuals in Great 
Britain with net incomes of over 
$20,000 per annum. For instance, a 
person with an income of 66,000 
pounds pays 61,000 pounds in income 
and surtax, or expressed in dollars this 
means that you need a gross income of 
$264,000 to enjoy a net income of 
$20,000. 

What I have said will, I hope, have 
satisfied you that our people are doing 
all they can to achieve victory, and I 
hope it will help you to understand 
something of the problems we have 
faced and are facing on the other side. 

As I explained to your President, I 
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have brought a memorandum with me 
which gives further details which | 
haven't the time to give you tonight of 
the way industry is organized on the 
other side, and if anybody wishes to 
have a copy it is available for them. 


LOOK TO UNITED STATES TO MOLD 
FUTURE 


I have not said anything about the 
future. We in England today look to 
you very largely to mold the future. 
We look to ideas coming from the 
United States as to what the future is 
going to be like, but there does seem 
to be one problem which I mentioned 
to Mr. Rutherford (secretary of New 
York City Control) and which we have 
all got to think about very seriously, 
and that is the problem of distribution 
when once this war is over. You in the 
United States, in this great country, 
have done more perhaps than any other 
country in the world, or all the other 
countries in the world put together per- 
haps, to solve the problem of produc- 
tion. You have found the means of 
making things, but, if I must say so, we 
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have still to find the means of distri- 
buting them and that is one of the 
most important of our post-war prob- 
lems. I think for you gentlemen oc- 
cupying key positions that is a question 
which merits very serious study. 

I have come across some very inter- 
esting suggestions as to how this prob- 
lem can be solved. I do not propose 
to go into them tonight because I have 
already occupied a very great deal of 
time, but I hope and I feel it of great 
consequence that that problem should 
be studied in this country so that you 
may be in a position when once this 
war is over to give us a lead. 

Meanwhile, gentlemen, we are in a 
very serious moment, perhaps one of 
the most serious moments that my 
country and your country have ever 
passed through. I say one of the most 
serious because I think as far as we 
were concerned, after Dunkirk was the 
bottom. Nevertheless, there is not a 
moment to be lost, and it will require 
all our efforts and all our brains as 
well as our skill to defeat what is a 
much more powerful enemy than I 
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think most people ever dreamed of. 

May I thank you again very much 
for listening to me and for your in- 
vitation for me to come here tonight ? 
{ Applause. } 

Chairman Cecil W. Borton: Thank 
you very much, Sir Kenneth Lee. I 
am sure we were all deeply grateful to 
have such an experienced and stimu- 
lating speaker here to bring us next 
door to some of the problems that are 
ahead of us—in fact, that are upon 
us today. Sir Kenneth Lee has agreed 
to answer questions if you would care 
to have a brief discussion period. I 
throw the meeting open now for such 
questions as you might like to ask at 
this time. 

Question: I wonder if Sir Ken- 
neth Lee would give us a word as to 
just what has happened to the smaller 
companies when it has been necessary 
to close down a part or all of the com- 
pany’s activities ? 

Sir Kenneth Lee: Well, I can say 
what has happened in the cotton in- 
dustry, for instance. The firms that 
are closed are being paid by the firms 
that remain open. I think in the cot- 
ton industry a spinning mill gets 114 
cents a month for every spindle be- 
cause of the fact that they are closed. 
That enables them to pay the expenses 
of the keeping of a small organization 
to look after the place if it is turned 
into a store or if it is left empty. In 
some of the industries, firms have taken 
over other firms that have been closed 
and paid them compensation. 

Question: Are most of those ar- 
rangements made through the trade 
association ? 

Sir Kenneth Lee: Yes, they have 
usually been made through the associ- 
ations. They have been made in a 
friendly way through the associations 
in the industry itself. There has been 
very little compulsion up to date. 

Secretary Rutherford: Would you 
like to say something regarding the pres- 
ervation of records, vital and otherwise ? 

Sir Kenneth Lee: The preservation 
of records was a great problem. I 
think a good many firms simply had 
them photographed on reels and put 
them in tin boxes and sent them to the 
country. It is quite a big business to 
do that, but it has been done rather 
largely by people who had important 
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records. Of course it is very difficult 
to do it for the current affairs, and 
firms which have had their property 
destroyed have found themselves in 
terrible difficulty. But I understand 
that some of those which had made 
these photographs, these thumb-nail 
pictures, have found them of great 
value. 

President Borton: What arrange- 
ment is there for reimbursement of cor- 
porations for the destruction of prop- 
erty by the war? Is there war insurance 
for which premiums are paid by vari- 
ous corporations ? 

Sir Kenneth Lee: Yes, at the be- 
ginning of the war the government 
made it obligatory for everybody to 
pay an insurance on stocks. Later they 
had a scheme for insuring buildings. 
I am not quite sure what the scale is, 
the scale of payment, but now we do 
have the insurance. You do not get 
compensation however at once unless 
you can prove hardship. This also re- 
lates to private people as well as to 
businesses. 





PAY THEIR WAY ON 


PURCHASE cred’ 
EXPENSE DISTRIBUTION 


Here’s how McBee Keysort, Unit Analysis and Waxspot 
do a better job. They: 






1) Combine vouchering and distribution into one 
operation. 


Are equally effective whether accounts payable 


ledger or voucher plans are maintained. 


DOUBLE PAY FOR 
MacARTHUR’S SUNDAYS? 


Representative Knutson of Minne- 


Provide daily balance of purchases and expense 


distributions with total invoices payable. 


sota, author of a bill to pay General 
Douglas MacArthur and his Philippine 
defenders time and a half for over- 
time and double time for Sunday fight- 
ing, asked Sidney Hillman recently for 
his view on the proposal. Mr. Hillman 
was testifying at the time before the 
House Ways and Means Committee. 
“That's not enough!” Mr. Hillman 
replied. ‘The only way they can be 
paid is through the admiration and 


Give monthly analysis of purchase and expense 
distribution by accounts . . . with totals for the 
month and year-to-date and comparisons with 


previous periods. 


Allow for unlimited expansion of number of accounts 


or daily volume without any change in procedure. 


—all without altering existing payment records 
or routine, and without requiring trained 
operators. Ask the McBee representative. 


NE THE MSBEE COMPANY 
er 


i General Offices: Athens, Ohio 


= Sales Offices in Principal Cities 


love of their countrymen. General 
MacArthur can’t be paid in any form 
of compensation. We'll always be in- 
debted to him.” 










“Can we win this war on a forty- 
hour week ?”’ Mr. Knutson asked. 

“The war industries aren’t on a 
forty-hour week,” Mr. Hillman re- 
plied. 

He added that the labor situation 
was “entirely satisfactory,” with fewer 
than 5,000 of 5,000,000 workers on 
strike. 
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BLUEPRINT FOR FREEDOM 
(Continued from page 99) 











found differences. They may now be 
operating with capital advanced by 
government for plant construction as 
well as operations. They are no longer 
operating with their company funds 
entirely, but they now assume a stew- 
atdship of public funds. This demands 
the ultimate in output and economy 
from every employee. This is a point 
that deserves to be emphasized again 
and again in plants where production 
is largely for public use. 


SUMMARY 


To summarize: the people need the 
experienced leadership of industry in 
the struggle to retain their initiative 
and free enterprise. The task of busi- 
ness leadership is to meet this need 
through a change in its outlook while 
still retaining the sound principles of 
good business. It seems entirely pos- 
sible to do this through a rational ap- 
proach to profit, compensation and se- 
curity. 

This has been the approach of 
United Aircraft. We have stabilized 
net profit at pre-emergency levels, and 
paid out the larger part of it in stock- 
holder’s dividends. These dividends 
are, of course, subject to individual in- 
come taxes. In spite of rapidly in- 
creased sales, the percentage of net 
profit to sales has decreased. 

We have created a Transition Re- 
serve and funded it. We have estab- 
lished a retirement income plan, open 
to all income brackets. We have in 
operation a payroll deduction plan for 
employees’ purchases of Defense 
Bonds. 

Salaries are constantly reviewed to 
give recognition to individual perform- 
ance. Wages are rationalized under a 
scientific classification procedure. Fur- 
ther incentive is provided by bonuses 
and Defense Production Premiums. 
The senior executive officers do not 
participate in these. Wages and salaries 
reflect cost of living and are at levels 
which make savings possible. Produc- 
tion is at high levels and costs are 
down. Sales prices to the government 
have been substantially reduced. 
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Present prices include taxes. Stripped 
of these, the true prices stand revealed 
as drastically lower. Considering stock- 
holder’s compensation and Transition 
Reserve as part of costs, we anticipate 
no profit on defense product over the 
period of the emergency. It is only the 
short term viewpoint that indicates ap- 
parent high prices and taxes. If ra- 
tionalized, the overall result is certain 
to show low cost, high production and 
high wages. These are the elements 
of the American enterprise system. If 
understood and utilized, they can and 
will preserve our freedom. 

The guiding spirit of freedom is 
hope of reward. It provides the in- 
centive for spiritual and material prog- 
ress, never possible of attainment in 
government monopoly. It is the whole 
basis of our system of enterprise that 
brought us peace and prosperity and 
the envy of the dictators who lack it. 
In unleashing the “Four Horsemen of 
the Apocalypse” against us, they have 
the advantage of the initiative of the 
aggressor, but the priceless spiritual 
heritage is still ours—ours to defend 
for the good of all mankind. 


THE CHALLENGE 


Here is the challenge to industry. 
The defense of freedom calls for lead- 
ership of high order in the command 
of our industrial machine. Its man- 
agers have the experience and admin- 
istrative capacity. Modern industrial 
stewardship calls for self-reliance and 
a sound social sense. This is states- 
manship in business. Statesmanship in 
business assures statesmanship in gov- 
ernment. The defense of freedom 
against the greatest threat of its history 
demands the utmost cooperation. 





| PRICE CONTROL 
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This has contributed largely to the 
high cost of living. 

Strict rationing has controlled living 
costs while at the same time lowering 
the standard of living, which must be 
regarded as inevitable, without, how- 
ever, controlling excess purchasing 
power. Money in circulation, demand 
deposits and stock market quotations 
have increased to such an extent that 
those in charge of the central banking 
policies have been compelled to recom- 
mend sterilization of that portion of the 
general purchasing power which is not 
affected by normal means of control. 

Unless the upward movement of 
prices is checked, production costs will 
continue to increase and savings, pen- 
sions, and insurance institutions will 
suffer. It is hence recommended that 
non-essential government expenditures 
be curtailed as much as economically 
feasible. Taxes appear to have reached 
the limit, for the present at least, and 
the interest rate level of 314 per cent. 
(average) on long-term government 
bonds if regarded as satisfactory by 
the central bank and should be used “‘as 
a frame” for other monetary actions. 

The banking authorities recommend 
intensification of individual saving and 
greater efficiency in the tax collection 
system in addition to curtailment of 
non-essential government expenditures. 
Furthermore, they recommend that no 
further increase be made in dividend 
payments and if this cannot be done 
voluntarily they suggest that investiga- 
tions be made into the feasibility of 
legislative control over dividends. 
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REVIEWS of Recent Business Publications 


“AMERICAN HIGHWAY POLICY’’— 
Charles L. Dearing. The Brookings Institu- 
tion, Washington, D. C. 286 pp. $3.00. 

This 88th publication of the Brookings 
Institution is another study by this organi- 
zation in its endeavor to aid constructively 
in the development of sound national poli- 
cies. The modernization and motorization 
of highways in less than a short lifetime 
have given rise to sharp conflicts of interest 
among highway users, competing forms of 
transportation and various groups of tax- 
payers. With millions of dollars spent an- 
nually in the improvement and mainte- 
nance of the public roads it is inevitable 
that controversies should arise, not only as 
to the distribution of the cost among fed- 
eral, state and local groups but as to the 
taxes to be allocated to the different classes 
of taxpayers. 

It is stated that the main purpose of this 
volume has been to analyze the basic pur- 
pose and classify the principal beneficiaries 
of the several types of public roads. The 
problems of highway management are 
viewed in their practical relation to gen- 
eral transportation policy. The mass of data 
presented in this book should be of value 
to legislative bodies and highway officials 
in attacking financial and administrative 
problems. 

There are 8 chapters leading from the 
Evolution of Highway Policy in European 
Countries, through the Present System of 
Highway Management, Highway Policy and 
the General Transportation Problem, end- 
ing in a Summary of Conclusions and Rec- 
ommendations. There are two appendices, 
The Good Roads Movement and Statistical 
Tables. An adequate index is provided. Al- 
together, this book represents a tremendous 
amount of labor and study and should be a 
tool of great value to those interested in 
this subject. 


Reviewed by RANDOLPH LANE. 


“THE INVESTOR AND THE SECURI- 
TIES ACT,” by Professor Homer V. Cher- 
rington, lowa University. Published by the 
American Council on Public Affairs, Wash- 
ington, D. C. 1942. 

Although the Securities Exchange Act 
and its administration by the Securities and 
Exchange Commission have protected in- 
vestors, states Professor Cherrington in this 
recently published work, they have at the 
same time deprived them of investment op- 
portunity. 

The act has, on the whole, protected 
stockholders from exploitation, but has been 
of little benefit to holders of preferred 
stock in particular. Indeed, according to 
Professor Cherrington, it has probably made 
difficult the raising of money by small cor- 
porations. 

The author’s most outspoken criticism 
is of the Commission’s practice of refusing 
to make public the underlying reasons for 
many policies regulating the flow of capital 
into industry. There have been decisions 
reforming underwriting practice, corporate 
disclosure and accounting techniques. 


Of these decisions, former Securities and 
Exchange Commission Chairman James M. 
Landis said: “. . . the nature of these re- 
forms can only be found by an examina- 
tion of the successive amendments made by 
issuers of securities prior to the effective 
date—amendments made in the hope that 
the corrected form of disclosure will avert 
the bringing of a proceeding.” 

The author’s comment is: ““A democratic 
society is in a potentially dangerous situa- 
tion when the policies of an administrative 
agency which has far-reaching power to 
regulate capital markets can be known only 
by those who are on the inside. The danger 
is so much the greater when the agency 
deals, in a confidential manner, with each 
registration separately and there is no way 
for any one of them to know how the de- 
mands that are made upon it compare with 
the demands that are made upon others, 
except insofar as the others may publicize 
these demands or insofar as an examination 
of amendments to registration statements 
may provide bases for inferences.” 

A liberalization of the existing Securi- 
ties Exchange Act or regulations under it 
is necessary for the benefit of both the in- 
vestor and securities dealer, declares Pro- 
fessor Cherrington. 

The law, for example, does not protect 
preferred shareholders from __ situations 
where they may be “‘virtually forced to sur- 
render their stock and their claims to ac- 
cumulated dividends in exchange for other 
securities.” He holds that they would have 
a “guarantee of adequate protection if 
plans of reorganization with potentiality 
for imperiling their interest could be de- 
clared effective only after approval of a 
court or other public agency.” 

The position of bondholders, however, 
has been materially strengthened as a result 
of the modification of the bankruptcy law 
in 1938 and the passage of the Trust In- 
denture Act in 1939, Professor Cherrington 
points out. 

The Securities Exchange Act has unde- 
niably given stockholders increased light 
upon corporation operations, he says, but 
the promoter still has almost as great a 
legal freedom to obtain excessive rewards 
for his services, and the law still contains 
another weakness in that it does not 
strengthen the status of the preemptive 
right of stockholders to purchase future 
issues. It is still possible, therefore, for 
an issuer to grant options or to confine 
these sales of new securities to a selected 
group, thus weakening the position of ex- 
isting stockholders. 

A corporation prepared to dispose of sub- 
stantial portions of its assets for cash can 
do so without hindrance from the Securi- 
ties and Exchange Commission, it is noted. 
Neither does the Commission give sufficient 
protection to the minority stockholder in 
cases where sales of assets take the form 
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of mergers or consolidations which elimi- 
nate those corporations in which minori- 
ties are issued. But the act does restrict 
the opportunity of boards of directors to 
shift claims to assets, and income from one 
group to another in the corporation, in that 
it gives investors information about these 
items. 

In this connection, Professor Cherring- 
ton pays a tribute to the New York Stock 
Exchange, declaring that its policy of “re- 
fusing to admit to its list new issues of clas- 
sified common has probably done more than 
the government to discourage the emergency 
of fresh opportunities for the exploitation 
of one class of common stockholders by 
another.” 


“UNITED STATES MASTER TAX 
GUIDE’’—1942. Commerce Clearing House, 
Inc. Chicago and New York. 288 pp. $1.00. 


A timely and practical guide, well worth 
the price of $1.00, full of ideas and sug- 
gestions for the preparing of the 1941 in- 
come tax return. This book contains a tax 
calendar, rate tables, chapters on Income 
Tax for individuals, corporations and part- 
nerships, estates and trusts, determination 
of net income, sale and exchange of prop- 
erty, excess profits tax, capital stock tax 
and declared value excess-profits tax, etc. 
In addition the book ends with a quick- 
finding topical index for easy reference to 
every paragraph. 

Reviewed by RANDOLPH LANE. 


“INDIVIDUAL INCOME TAXES, FED- 
ERAL AND NEW YORK STATE,” by 
N. R. Caine, Dodd Mead, New York. 163 
pages. $2.00. Information on Federal and 
New York State taxes for individuals is 
arranged in parallel columns. 





INVITATION TO VISIT DISTRICT 
CONTROL 


The officers of the District of Co- 
lumbia Control of The Controllers In- 
stitute of America extend a cordial 
invitation to all members of The In- 
stitute to attend the meetings of the 
District of Columbia Control when- 
ever they happen to be in Washington 
on the day of a monthly meeting. 

The District of Columbia Control 
meets on the fourth Tuesday of each 
month. The March meeting is sched- 
uled for March 24, the April meeting 
for April 28, and the May meeting for 
May 26. 

The president of the District of Co- 
lumbia Control is Mr. O. H. Rite- 
nour, of the Washington Gas Light 
Company, 411 Tenth Street, N. W., 
Washington, and his telephone num- 
ber is District 8500. 

The secretary of the District of 
Columbia Control is Mr. L. J. Van 
Herpe, of the Office of Price Admin- 
istration, Washington. 
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“NATIONAL INCOME AND ITS COM- 
POSITION, 1919-1938,” by Simon Kuz- 
nets. Published by The National Bureau of 
Economic Research, Inc., New York. Two 
volumes. 

Although the title of this publication 
would not seem to indicate any particular 
sense of timeliness on the part of author 
or publisher, some of the results of the 
study made by Dr. Kuznets have a direct 
bearing on the problem of war financing. 

One point made clearly here is that if 
we are to achieve our aim of devoting 50 
per cent. or more of the national income 
to the war effort, we cannot hope to raise 
our taxes exclusively from “the rich.” Dr. 
Kuznet’s studies show that over the 20 
years from 1919 to 1938, dividends aver- 
aged only six per cent. of the national 
income, interest seven per cent., and rent 
six per cent. Altogether, in other words, 
less than one-fifth of the total income of 
the country was paid out in this period in 
the forms of property income received 
chiefly by the well-to-do. More than four- 
fifths of the national income, on the other 
hand, was paid out in wages, salaries and 
other types of income received by the poor 
as well as the wealthy. Taxation policies 
that do not effectively reach the bulk of 
this latter type of income are certain to be 
very disappointing either as revenue pro- 
ducers or as safeguards against inflation, 
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wholly apart from their effect on the pro- 
ductive system. 

Other important conclusions emerge from 
this study. The chief purpose of Adminis- 
tration economic policy during the last nine 
years has been to increase the share of the 
national income going to labor. Yet when 
one studies Dr. Kuznets coldly factual 
tables, one is surprised to find that while 
71.6 per cent. of the national income was 
paid out in wages and salaries alone in 
1932, only 60.6 of the national income went 
to wages and salaries in 1938. This, no 
doubt, was the result of special conditions, 
yet it is significant that the share of the 
national income that went in wages and 
salaries in 1938—the last year covered in 
the Kuznet report—was not substantially 
different from the 59.5 per cent. that went 
in such form in an average of the three 
years from 1927 to 1929. 

Production of wealth counts more in our 
total national welfare than its distribution. 
The National Bureau’s study shows that, 
even when measured in stable prices, per 
capita national income was less in the sec- 
ond half of this period than in the first. 
One very significant contrast also emerges. 
In 1937, the most prosperous year after 
1929, average hourly wage rates in factories 
were 18 per cent. higher than in 1929. Yet 
when we measure the income in dollars 
per capita for the gainfully occupied, we 








2 drawer file 
for 3 x 5 cards 






Correspondence 
File 


THE STEEL STORAGE FILE COMPANY 


Wooster, Ohio 


sme ORIGINATORS OF STEEL STORAGE FILES  |punmmme 





Defense and War Production Programs Have 
Indeterminately Multiplied Record Keeping 


For Speed—Convenience 

and Dependable 
Protection At 
Lower Cost per 


Filing Inch—House these Very Valuable Records In— 
SAFE | STAK 
NT aS 


STEEL RECORD FILES 
They provide operating convenience—easy handling—structural strength 
—maximum filing space in room area—intermembering stability and pro- 
tection against moisture, dust, vermin and fire—cleanli- 
ness and sanitation. 


MORE THAN 3,000 VARIOUS 

SIZES ARE AVAILABLE TO 

MEET YOUR REQUIREMENTS. 
Write for Prices and Details Today 


Check File 










find that it declined from $1,761 in 1929 
to $1,483 in 1937. The contrast illustrates 
the unsatisfactory results which can follow 
from a policy based on increasing wage 
rates and neglecting the effect of this on 
total payrolls and on the general welfare. 
Just as prices that are too high must reduce 
the volume of sales and hence production, 
so if the price of certain kinds of labor is 
pushed too high it must reduce employ- 
ment and national income. 

Our national policies must be based, not 
on supposed benefits to special groups,— 
benefits which too often are discovered to 
be illusory—but on creating an equilibrium 
that will encourage production and benefit 
the nation as a whole. 


“LA SALLE FEDERAL INCOME TAX 
PROCEDURE MANUAL,” edited by Mil- 
ton Vogel, Ph.B., C.P.A. and R. W. Berg- 
ner, C.P.A. Published by La Salle Exten- 
sion University, Publications Department, 
4101 South Michigan Avenue, Chicago. 
Price $2.50. 

While the main objective of the Manual 
is to assist taxpayers in the preparation of 
1941 returns, it undertakes also a statement 
of the underlying concepts and theories of 
tax law as developed in the process of 
adjudication by the courts and _ other 
agencies. 

The reconciliation of accounting practice 
and what, for want of a better name, is 
called “tax accounting” is attempted through- 
out the Manual. It is not intended that 
this publication shall be complete and com- 
prehensive as to all the intricate problems 
of income tax procedure. It is recognized 
that tax counsel, both accounting and legal, 
should be retained as required by the com- 
plexity of the problem. Problems and solu- 
tions for teaching use are also available 
separately. 

Reviewed by H. M. KELLEY. 


“THE ROAD WE ARE TRAVELING,” by 
Stuart Chase. Published by Twentieth Cen- 
tury Fund. New York. 1942. 

When Stuart Chase studies something, 
as he is always doing, it is with a pitilessly 
objective eye. This time he has turned the 
cold stare on war costs, and has come to 
the conclusion that when a nation goes 
bankrupt it is because it has run out of 
essential materialk—and not just because 
textbooks say it should. 

“Congress before Pearl Harbor,” writes 
Mr. Chase, “had already appropriated more 
than twice as much money for guns as the 
New Deal spent for butter and other things 
in eight years before 1940. It had appro- 
priated more than twice as much as was 
spent for guns in the last war, when we 
shipped two million men to France. Where 
is the money coming from? In the new 
economy, no nation will permit bankruptcy 
and ruin so long as men, materials and 
energy are available. Men first, money sec- 
ond.” 

When Mr. Chase wrote this book, which 
appeared in February, he estimated that 
“about 10 per cent. of our man power is 
in the army or making munitions.” 
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“By the summer of 1942,” he states, “‘it 
is estimated that the rate will have jumped 
to 27 per cent., with 15,000,000 persons en- 
gaged in war work. In 1943, Mr. Roosevelt 
prophesies, we shall spend half our na- 
tional income for war. In October, 1940, 
there were 204,000 workers in the aircraft 
industry, and for early 1942 the estimate 
is 859,000. . . . The Federal Power Com- 
mission estimated that power capacity will 
be stepped up from the present 42,000,000 
kilowatts to 64,000,000 kilowatts by 1946. 
Private power plant capacity will increase 
by 40 per cent.; public power by 100 per 
cent. 

“The new bomber program will carve 
out as big a section in the American econ- 
omy as the whole automobile industry. This 
is only a starter. The new tank program 
will be as big as General Motors! The new 
shipbuilding program calls for shipyard 
capacity greater than that of the whole 
world in peacetimes! 

“As the American economy becomes in- 
creasingly distorted from its accustomed 
pattern under this shattering impact, a curi- 
ous phenomenon emerges. All the wealth 
of Croesus will not buy a pound of alumi- 
num when there is no aluminum available. 
Hitherto, one could always get what he 
wanted if he was prepared to pay the 
price. From now on, price will become a 
secondary matter as commodity after com- 
modity goes under priority and rationing 
control. The fundamental physical basis of 
all economic system moves into clear per- 
spective. 

“For many years such perspective has 
been blurred by a capacity to produce far 
in excess of normal demand, with the re- 
sult that people came to think that purchas- 
ing power, as expressed in terms of money, 
was the prime consideration. Now we are in 
a period where the amount of steel, cop- 
per, aluminum, raw silk, lead, zinc, kilo- 
watts of energy, appear as the prime con- 
siderations—which, of course, they are, 
and always have been. In brief, we are in 
for a strong dose of physical economics, 
which promises to be very educational and 
not a little painful.” 


“BACKGROUND OF THE ADMINIS- 
TRATION OF THE HOLDING COM- 
PANY ACT,” in “F.U.R.A.” (Federal 
Utility Regulation Annotated), Current 
Service (S.E.C.), No. 1 for January 15, 
1942. A 24-page review of the administra- 
tion of this act, with maps of the major 
holding company systems. Public Utilities 
Reports, Inc. Munsey Building, Washing- 
ton, .D. C. 


Correction 


The correct title of “New York Income 
and Franchise Taxes’? reviewed in the 
January issue of THE CONTROLLER is ‘““New 
York State Income and Franchise Taxes,” 
by Benjamin Harrow and Isidor Sack, pub- 
lished by The Alexander Publishing Com- 
pany, Inc., 111 Wall Street, New York, 
New York; 862 pages, $10.00. 
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INSTITUTE ACTIVITIES 








Members, Here Is Type of Work 
Your Institute Is Performing 


EXCERPTS FROM MONTHLY REPORT OF MANAGING 
DIRECTOR TO BOARD OF DIRECTORS 


Portions of the monthly report of 
the Managing Director of The Con- 
trollers Institute of America to the 
Board of Directors, at the Board 
meeting held February 13,1942, are 
presented here. The report was 
dated February 9,1942,and covered 
for the most part activities and de- 
velopments during January, 1942. 
Excerpts from the report: 


ACTIVITIES OF THE MONTH 


The subject of reserves set up by com- 
panies for deferred maintenance and other 
war losses loomed large during January. 
The question arose as to whether The 
Institute through its Committee on Co- 
operation with the Treasury Department 
(Mr. F. G. Hamrick, Chairman) should 
recommend to Congress that deductions 
for these reserves should be allowed for 
tax purposes. The subject will be con- 
sidered promptly by The Institute’s Com- 
mittee. 

* * x 

A letter was addressed, under date of 
February 2, 1942, by Chairman Hamrick, 
of The Institute’s Committee on Coop- 
eration with the Treasury Department, 
to John L. Sullivan, assistant secretary 
of the Treasury, urging the granting of 
extensions of time for filing income tax 
returns (Form 1120) and excess profits 
tax returns (Form 1121). 

* * * 

A report has come to The Institute of 
the receipt by many presidents of corpo- 
rations of a letter from Honorable Frank 
Carlson, of the House of Representatives, 
asking information as to how the com- 
pany in each case “would be affected if 
the Treasury proposal was carried out to 
eliminate average earnings choice in com- 
puting excess profits taxes, leaving as the 
yardstick only the capital investment method 
of computation.” He says: “You might 
indicate what, in your opinion, the mean 
limits should or could be for the over-all 
‘take’ in percentage of profits without en- 
tirely discouraging and disrupting your 
business. Also, your views on the un- 
distributed profits tax.” 

The letter (this was dated February 2), 


was sent to 2,500 presidents of business 
concerns. It announced that a digest of 
the opinions received will be prepared. 
A survey among employees and _ stock- 
holders is already under way, Mr. Carl- 
son announces, having to do with social 
security taxes, the withholding tax, and 
limitation of profits. This survey carries 
“immensely significant implications,” Mr. 
Carlson writes, and both digests “will 
be received by Chairman Doughton and 
other members of the Committee with 
open-minded and fair consideration.” The 
surveys are described as an experiment. 
Mr. Carlson says he is increasingly con- 
vinced it is well worth while. 

Many controllers have been called on 
by their presidents for the facts needed 
to make a constructive reply. 

The polls of opinion are undertaken 
in cooperation with Messrs. Pound, Kem- 
merer, Myers and Thomas of the Com- 
mittee of Americans. 

* * * 

A widespread and increasing interest 
in the last-in, first-out method of inven- 
tory valuation made itself felt during the 
month, on the part of business concerns. 
The plan is designed to eliminate from 
taxable earnings fictitious profits result- 
ing from the inflation of inventory values. 
The attitude of the Treasury Department 
is not known. Liberalization of the por- 
tion of the Revenue Act which deals with 
this handling of the valuation of the in- 
ventory is suggested. As one member 
put it: “There is no question but that 
many companies are facing the possibil- 
ity of paying very heavy taxes .... on 
inventory profits which will inevitably 
disappear when values return to normal.” 

As this subject has a direct bearing on 
taxation, it will be considered promptly 
by The Institute’s Committee on Coopera- 
tion with the Treasury Department. It is 
suggested that a fair interpretation of the 
law for all taxpayers be sought, or pos- 
sibly even the modification of the re- 
stricting provisions of the existing statute. 

* * * 

Chairman S. W. Duhig, of the Com- 
mittee on Cooperation with the Securities 
and Exchange Commission, consulted 
with Mr. P. L. West, of the New York 
Stock Exchange, and collaborated with 
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him in drafting the wording of the letter 
sent to presidents of listed corporations 
on January 16, requesting that informa- 
tion concerning the method used in valu- 
ing inventories be disclosed in the corpo- 
rations’ annual reports. This service was 
performed at the request of the Exchange. 

Mr. Duhig kept in touch with Chair- 
man Clarence F, Lea, of the Committee 
on Interstate and Foreign Commerce, 
which has in charge the bills to amend 
the Securities Acts. Part III of the report 
of the hearings has come from the press. 
This is the section which contains a re- 
port of the appearance of Mr. Duhig be- 
fore the Committee, on December 4, 1941. 

* * * 

A report was received from Dr. Her- 
bert F. Taggart, of the Office of Price 
Administration, to the effect that consid- 
erable progress has been made in revising 
the forms (and underlying rules) which 
will be used in obtaining special financial 
reports from several thousand business 
concerns, designed to show the trend of 
profits. Mr. William W. Werntz, chief 
accountant of the Securities and Exchange 
Commission, has been “loaned” to the 
Office of Price Administration to assist 
in preparing these forms and rules. A 
special committee of The Institute will 
have an opportunity to review these 
forms when the revision of the first drafts 
has been completed. 

* * * 

Chairman Henry C. Perry, of the Com- 
mittee on Education, addressed a letter 
to the members of his Committee, out- 
lining a program of work, and asking 
for suggestions. 

* * * 

Chairman Roy S. Holden, of the Com- 
mittee on Technical Information and Re- 
search, addressed a letter to the members 
of his Committee, discussing subjects for 
study and plans for a report or reports 
to be made later in the year; also par- 
ticipation in the program of the Eleventh 
Annual Meeting. 

* * * 

Chairman John A. Williams, of the 
Committee on Social Security Procedure, 
has been making plans for the work to 
be done by his Committee in connection 
with the proposal to federalize state 
unemployment compensation administra- 
tions. Prevailing sentiment in business 
circles seems to be in favor of retaining 
merit rating provisions, and of extend- 
ing the provisions. 

* * * 

The Special Committee on Eligibility 
Standards is at work on a report which 
it is hoped will be ready shortly for 
presentation to the Board of Directors. 
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INSTITUTE ACTIVITIES 








The Managing Director attended a 
meeting of the Cincinnati Control on 
January 13, to discuss plans for the Mid- 
western Conference of Controllers, which 
is to be held in that city on May 17 and 
18, under the direction of the Cincinnati 
Control. A timely and interesting pro- 
gram is being formulated, dealing largely 
with problems presented by the war. 

* * * 


Mr. George J. Thomas, controller of 
the TelAutograph Corporation, New 
York, has been appointed Chairman of 
the Eastern Spring Conference of Con- 
trollers, which will take place on April 
13, at the Waldorf-Astoria Hotel, New 
York City. The appointment was made 
by President Cecil W. Borton, of the 
New York City Control. He is control. 
ler of the Irving Trust Company. 

* * * 


Appointment of Committees of The 
Institute for the year has been completed, 
with the exception of the Committee on 
Post-War Problems of Controllers. The 
make-up of the committees will appear in 
the March issue of “The Controller.” 

* * * 

The Managing Director of The Insti- 
tute attended meetings in Chattanooga, 
Tennessee, and in Atlanta, Georgia, on 
January 19 and 20 respectively at which 
plans were discussed for formation of 
Controls in those two cities. Much inter- 
est was shown in the proposals, and 
members and prospective members of The 
Institute in those cities are formulating 
plans for early meetings to advance these 
undertakings. 

* * # 


Mr. A. Norman Graf, of Ontario Bis- 
cuit Company, a member of the Buffalo 
Control, has been named chairman of the 
Tri-Control Conference for 1942 which 
will be participated in by the Buffalo, 
Rochester, and Syracuse Controls. May 1 
has been announced tentatively as the 
date for the Conference which will take 
place in Buffalo. 

e * * 


The practice of conducting Pacific Coast 
Conferences of Members of The Insti- 
tute, participated in by the San Francisco 
and Los Angeles Controls, will be con- 
tinued. The Los Angeles Control has 
voted to conduct this year’s meeting on 
Saturday, May 23. The Conference will 
take place in Los Angeles. 

* * * 

President John A. Donaldson visited 
the San Francisco and Los Angeles Con- 
trols in January. He attended a meeting 
of the San Francisco Control held January 
19, and of the Los Angeles Control on 


January 22. He found both Controls 
to be in a flourishing condition, with ac- 
tive programs in operation. 


Miscellaneous 

The Hartford Control conducted a suc- 
cessful meeting on January 8, with 13 
members and 14 visitors in attendance. 

Three Institute members were placed 
in mew positions during the month 
through the good offices of national head- 
quarters. 

Reviews of ‘Controllers’ Manuals of 
Instruction” have been published by the 
American Institute of Accountants (Jour- 
nal of Accountancy) and American Man- 
agement Association (The Management 
Review). 

The Managing Director is to visit the 
St. Louis Control on February 16. 

As an example of constructive mem- 
bership work, there may be cited the 
procedure followed by Mr. William F. 
Hagerman, of The Minnesota Mutual Life 
Insurance Company, who is president of 
the Twin Cities Control. On the eve of 
the January monthly meeting of that 
Control, Mr. Hagerman wrote cordial 
letters to approximately a dozen men who 
had been approved for membership, in- 
viting them to attend the meeting of the 
Control. Each letter to a prospective mem- 
ber was on a personal basis. It is a 
procedure which all Controls could fol- 
low to advantage. Many of them already 
have adopted this plan. 

Some informal discussions have been 
had as to the possibility of organizing a 
separate Control in Providence, Rhode 
Island. At present nine members of The 
Institute are situated in Providence, all 
of whom are considered to be members 
of the New England Control. 

Mr. Allen U. Hunt, of Jewel Tea Com- 
pany, upon receipt of his copy of the 
message sent to members by the Commit- 
tee on Cooperation with the Treasury 
Department, “Suggested Amendments to 
the Federal Income and Excess Profits Tax 
Law,” wrote to suggest that a copy be 
sent to Mr. George A. Douglas, secretary 
of the Government Finance Committee 
of the National Association of Manufac- 
turers in New York City. The National 
Office complied with that request. 


PROPOSED ACTIVITIES 


The American Institute of Accountants 
asks The Institute to cooperate with it in 
a study of means to avoid, minimize and 
alleviate a shortage of accountants, pub- 
lic, industrial, and governmental, which 
threatens to become acute. Referred to 
newly created Committee to Study Prob- 
lems of Mutual Interest, Mr. John C. 
Naylor, Chairman. 
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Several requests have been made that 
recommendations be given to Congress 
covering specific points in the field of 
internal revenue taxation. They were re- 
ferred to the Committee on Cooperation 
with the Treasury Department, Mr. F. G. 
Hamrick, Chairman. Among them was a 
proposal to amend the law so as to permit 
businesses for which the last-in, first-out 
method of valuing inventories is proper, 
to use that method in preparing the 1941 
returns, even though the interim reports 
were on a different basis. 

* * * 


Several suggestions have been received 
that The Institute take a stand in oppo- 
sition to the proposal to federalize the un- 
employment compensation features of the 
Social Security Act; that an effort be made 
to help preserve the benefits of the merit 
rating system. A bill, H. R. 6465, is now 
before the Ways and Means Committee. 
The suggestions have been referred to 
The Institute’s Committee on Social Se- 
curity Procedure, Mr. John A. Williams, 
Chairman. 

* * * 


The Institute has been asked by sev- 
eral of its members to lend its voice in 
protest against the many requests re- 
ceived from the Federal Trade Commis- 
sion for financial reports, in special 
forms and breakdowns, covering back 
years. Preparation of the material con- 
stitutes an additional burden on com- 
panies, it is pointed out. 

* * * 

Prepare a report disclosing numbers 
of controllers or men of controllership 
grade who have been called into govern- 
mental work, at Washington and else- 
where, or who have volunteered for such 
work; this report to be based on infor- 
mation furnished by presidents of Con- 
trols, or by members themselves. 


WORK IN PROCESS 


All of the committees of The Institute 
have developed, or are developing, their 
programs of work. Preparing these pro- 
grams, and carrying on the activities 
which are appioved, involve holding 
many conferences, writing many letters 
and reports, conducting surveys and 
studies, coordinating material, and the 
like—a considerable volume of work, for 
each committee. This is a continuing 
and never ending work, a vital part of 
The Institute’s productive machinery, the 
medium through which it reaches stated 
objectives, expresses itself, and records 
worth while accomplishments. There is 
always a mass of detail in process, in 
these fields. 
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Much of the material for the 1941 
Year Book has been assembled, and the 
bulk of the copy will go to the printer 
within two weeks. The papers and ad- 
dresses presented at the Tenth Anniver- 
sary Meeting have been published sepa- 
rately. 


COMPLETED ITEMS 


The Managing Director has completed 
preparation of a statement of “Policies 
and Procedures in Operation of Con- 
trols,’ based on discussions conducted by 
present and former officers of Controls at 
annual meetings in 1939, 1940, and 1941. 
Copies will be distributed to officers and 
directors of Controls, and to others who 
request them. 

* * * 


Mr. J. L. Hauer, an assistant secretary 
of The Institute, has prepared a handbook 
for Publicity chairmen of Controls, which 
is being reproduced for distribution. 


APPLICATIONS FOR 
MEMBERSHIP 


In January 1942, applications num- 
bered 21, and brought the total for five 
months of the current fiscal year to 139. 
January applications in recent years: 
1938, 21; 1939, 13; 1940, 31; 1941, 23. 
Total for five months of fiscal year: 1938, 
105; 1939, 105; 1940, 143; 1941, 101. 

The budgeted number of applications 
for five months is 100. The real need on 
the part of controllers for what The In- 
stitute has to offer, and the constantly 
growing prestige of The Institute, are re- 
sponsible for the increase in the number 
of applications for membership, noted 
during the past five months. 


NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America 
held February 13, 1942, the applicants 
named below were elected to active mem- 
bership in The Institute: 


LYLE K. ANDERSON 
Minneapolis Star Journal and Tribune 
Company, Minneapolis. 

Roy L. ANDERSON 
The B. F. Nelson Manufacturing Com- 
pany, Minneapolis. 

EpGarR E. BERGMANN 
Macfadden Publications, Inc., New York 
City. 

Myron J. BOEDEKER 
Johns-Manville Corporation, New York 
City. 

GEORGE E. CARPENTER 
Westinghouse Electric Supply Company, 
New York City. 


ROBERT J. CASHION 
J. M. Huber, Inc., New York City. 
JoHN S. EAcock 
Houde Engineering Corporation, Buffalo. 
FRED C. FLOosI 
A. M. Castle & Company, Chicago. 
JAMES S. GASPARDO 
Ladish Drop Forge Company, Cudahy, 
Wisconsin. 
Louis C. HAGEMAN 
The Luer Packing Company, Los An- 
geles. 
ARTHUR C. HASELOW 
Gilbert Paper Company, Menasha, Wis- 
consin. 
GEORGE F. HELLER 
International Cellucotton Products Com- 
pany, Chicago. 
SVEND HILDEBRANDT 
John Breuner Company, Oakland, Cali- 
fornia. 
Guy P. JONES 
Consolidated Chemical Industries, Inc., 
San Francisco. 
C. F. McELRoy 
Capital Company, San Francisco. 
Howarp G. OBERLANDER 
Philadelphia Warwick Company, Phila- 
delphia. 
WILLIAM F. PALMER 
Kellett Autogiro Corporation, Philadel- 
phia. 
C. NORMAN PARKER 
The Creamery Package Manufacturing 
Company, Chicago. 
B. H. PARKINSON 
Coastwise Line, San Francisco. 
Puiip E. Scotr 
The Esterbrook Pen Company, Camden, 
New Jersey. 
PAUL WERNICKE 
Minneapolis Honeywell Regulator Com- 
pany, Minneapolis. 
WILLARD H. YOUNG 
H. J. Heinz Company, Pittsburgh. 


MEETINGS OF CONTROLS 


DAYTON 
BOARD OF DIRECTORS’ MEETING 


Directors of the Dayton Control met 
for luncheon January 28 at the Van Cleve 
Hotel to discuss plans for the February 
meeting of the Control. 


DAYTON 


Topic: ‘‘HOW TO CHANGE A 
BUDGET TO A_ FLEXIBLE 
BUDGET TO MEET EXISTING 
CONDITIONS” 

The regular monthly meeting of the Day- 
ton Control was held February 12 at the 
Van Cleve Hotel. 

Mr. Fowler Mould, head of the Budget 
Department of the National Cash Register 
Company led a discussion on the subject, 
“How To Change a Budget to a Flexible 
Budget To Meet Existing Conditions.” 

Mr. Mould’s experience includes a valu- 
able knowledge of costs, general account- 
ing, public accounting and instruction work. 
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He has supervised the budget for the Na- 
tional Cash Register Company during the 
past several years. 


DETROIT 
Topic: “INDUSTRIAL COST PROB- 
LEMS” 


A joint meeting of the Detroit Control, 
the Michigan Association of Certified Pub- 
lic Accountants and the National Associa- 
tion of Cost Accountants was held Febru- 
ary 19 in the Jade Room of the Detroit 
Leland Hotel. 

Mr. Oscar Lindahl, Vice-President in 
charge of finance of the Illinois Steel Cor- 
poration spoke on “Industrial Cost Prob- 
lems.” 

Mr. Lindahl has taken an active part 
in the Controllers Institute in the past, hav- 
ing served as President and National Di- 
rector. He is also Past President of the 
Illinois Manufacturers Cost Accountants As- 
sociation and Member of the Committee on 
Government Finance of the National As- 
sociation of Manufacturers. 


DISTRICT OF COLUMBIA 
Topic: CHILE 

Mr. H. Gonzalez addressed members of 
the District of Columbia Control February 
24 at the Carlton Hotel. 

Mr. Gonzalez, Commercial Councillor of 
the Chilean Embassy, spoke on the geo- 
graphical, ethnological, political and econom- 
ical aspects of Chile. 


HARTFORD 
Topic: “DEFENSE FINANCING AND 
THE HANDLING OF AMORTIZA- 
TION AND DEFENSE CERTIFI- 

CATES” 

The February meeting of the Hartford 
Control was held at the City Club on 
February 12. 

Mr. Fred Burnham of the United Air- 
craft Corporation addressed members of 
the group on “Defense Financing and the 
Handling of Amortization and Defense 
Certificates.” An informal round-table dis- 
cussion followed. 


HARTFORD 
BOARD OF DIRECTORS MEETING 
The Board of Directors of the Hart- 
ford Control met February 25 to plan a 
program for the remainder of the year. 


HOUSTON 
Topic: “THE RELATIONSHIP BE- 
TWEEN THE CONTROLLER AND 
THE PUBLIC ACCOUNTANT” 

The January meeting of the Houston Con- 
trol was held at the Houston Club, Janu- 
ary 27. 

Mr. O. K. Pryor discussed the relation- 
ship between the controller and the public 
accountant, giving many valuable hints as 
to how the controller may benefit from his 
relationship with the public accountant. 
The purposes of the Houston Control were 
outlined to visitors by Mr. Gay Carroll. 
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INDIANAPOLIS 


Topic: “EFFECT OF THE PRESENT 
EMERGENCY ON CURRENT AND 
POST-WAR EFFICIENCY” 

The Indianapolis Control met February 
11 in Parlors D and E at the Indianapolis 
Athletic Club. 

Dr. Harry C. Sauvain spoke on the “Ef- 
fect of the Present Emergency on Current 
and Post-War Economy.” Dr. Sauvain is 
Professor of Finance and Director of the 
Investment Research Bureau at Indiana Uni- 
versity. 


KANSAS CITY 
Topic: “JOB EVALUATION” 


The Kansas City Control met February 
16 at the Kansas City Club. 

Speaker for the evening was Mr. James 
Schuler, Treasurer of the Crown Drug 
Company and member of the local Control. 
His topic was “Job Evaluation.” 

Mr. Schuler presented a paper on the 
same subject at the national convention of 
the National Office Management Associa- 
tion in Des Moines February 13. 


LOS ANGELES 


Topic: “CONTROLLERS’ PERSON- 
NEL PROBLEMS AS THEY ARE 
TODAY—AND LIKELY TO BE 
TOMORROW” 

The meeting of the Los Angeles Control 

was held February 19 at the Clark Hotel. 

Members of the group contributed their 

own ideas and experiences on the ‘‘Control- 
lers’ Personnel Problems As They Are To- 
day—and Likely To Be Tomorrow.” Chair- 
man was Mr. Louis A. Williford of the 
MacMillan Petroleum Corporation. 


MILWAUKEE 
Topic: “INFLATION” 


The Milwaukee Control dedicated its 
meeting February 10 to the presidents of 
the respective companies whose members 
make up the Control. The meeting was 
held in the University Club. 

Mr. C. S. Young, president of the Fed- 
eral Reserve Bank, Chicago, spoke on the 
subject of “Inflation.” 


NEW ENGLAND 


Topic: “MERIT RATING IN MASSA- 
CHUSETTS” 

The regular monthly meeting of the New 
England Control was held February 17 in 
the University Club, Boston, Massachusetts. 

Arthur H. Doyle, tax consultant, former 
chief accountant, Massachusetts Division of 
Unemployment, spoke to the group on the 
subject of “Merit Rating in Massachusetts.” 

Proposed increases in present payroll tax 
rates indicate a rise to at least eight per 
cent. and possibly to 10 per cent. or more. 
Consequently tax savings which can be ef- 
fected under the rating plan will become 
increasingly important, according to Mr. 
Doyle. 


NEW YORK CITY 


Topic: “BRITISH INDUSTRY IN WAR 
TIME” 


The New York City Control met in reg- 
ular session February 19 in the Gothic Room 
of the Shelton Hotel. 

Sir Kenneth Lee, Bart, LL.D., director of 
several large industrial and banking insti- 
tutions, was speaker of the evening, his 
topic being “British Industry in War 
Time.” 

Sir Kenneth Lee was appointed Repre- 
sentative of the British Industrial and Ex- 
port Council in June 1941. He was a mem- 
ber of the British Trade Mission to South 
America, headed by Lord Willingdon, 1940- 
1941. During the first year of the war he 
was in the Ministry of Information, first 


as Director of the Radio and Communi- 
omeet Division, and later as Director Gen- 
efal. 

He is also a member of the Imperial Ship- 
ping Committee and the Industrial Health 
Research Board and has been a member of 
many British Government committees, such 
as the Royal Commission on the Coal In- 
dustry, 1925; the Royal Commission of 
Inquiry into Private Manufacture of and 
Trade in Arms; the Home Office Commit- 
tee on the Factory Inspectorate. He was a 
member of the United Kingdom Trade Mis- 
sion to Egypt in 1931; Chairman for ten 
years of the British Cotton Industry Re- 
search Association; a member of the Ad- 
visory Council and Chairman of the In- 
dustrial Grants Committee of the Depart- 
ment of Scientific and Industrial Research. 
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PHILADELPHIA 


Topic: ‘WAR FINANCE AND PRICE 
CONTROL” 

Dr. Herbert F. Fraser was the principal 
speaker at the meeting of the Philadelphia 
Control February 11 in the Orchid Room 
of the Hotel Warwick. 

Dr. Fraser's topic was ‘““War Finance and 
Price Control.”” Mr. Frank S. Reitzel was 
chairman of the meeting which ended with 
a discussion period. 

Dr. Fraser came to Swarthmore College 
in 1926 as Associate Professor of Economics 
and was given his full professorship in 
1929. He received his degree in economics 
from the University of Aberdeen, Aber- 
deen, Scotland, and has had some ten years’ 
business experience in that city, specializing 
on foreign trade and finance. 

From 1933 to 1935 he served as special 
advisor with the Consumer Advisory Board 
of the N.R.A. Department of State. His 
work during that period was almost en- 
tirely on the Reciprocal Trade Agreements. 
He is at present associated with the Civilian 
Supply Division of the War Production 
Board in Washington. In 1927 he was 
elected a Fellow of the Royal Economic So- 
ciety, and he is also a member of the Amer- 
ican Economic Association. 

Dr. Fraser is author of several books, 
namely: ‘Foreign Trade and World Poli- 
tics,” published in 1926; “Great Britain 
and the Gold Standard,” published in 1933; 
and a pamphlet on “The Economic Founda- 
tions of World Peace,” published in 1935. 
He is now writing a book on the “Political 
Economy of War.” 


PHILADELPHIA 
Topic: “CONSUMERS’ CREDIT” 


The Philadelphia Control held its March 
meeting in the Grand Ballroom of the Ho- 
tel Warwick on March 5. Invited to par- 
ticipate in the meeting were the Credit Bu- 
reau of Greater Philadelphia, the Credit 
Men’s Association of Eastern Pennsylvania, 
and the Philadelphia Chapter of Robert 
Morris Associates. 

Speaker of the evening was Mr. Henry 
H. Heimann, Executive Manager, National 
Association of Credit Men. 

Mr. Heimann is a member of the Mis- 
souri Bar with the degree of LL.B. from 
St. Louis University. He was for several 
years engaged in commercial credit and 
finance. He has served the Federal Gov- 
ernment in both the Hoover and Roosevelt 
Administrations. In January, 1934, he 
was drafted to head the Shipping Board 
Bureau of the Department of Commerce. 
After aiding in piloting the American Mer- 
chant Marine through a critical period, he 
returned to his credit post in May, 1934. 
When the N.R.A. was organized, Mr. Hei- 
mann was selected as a member of General 
Hugh Johnson’s Industrial Advisory Board 
and later was named Vice Chairman of that 
group. 

When the Secretary of Commerce, Hon. 
Daniel C. Roper, organized his Business 
Advisory and Planning Council in 1933, 


Mr. Heimann was named a member of that 
group and also was selected as one of the 
Executive Council of that division of the 
Department of Commerce program. 

Mr. Heimann characterizes himself as an 
optimist about the eventual happy outcome 
of our capital and labor situation. He be- 
lieves that capital and labor can live in the 
same house harmoniously, but points out 
that “in any controversy between capital 
and labor it must not be forgotten that the 
interest of the general public transcends the 
special interests of either group.” 


PITTSBURGH 


Topic: “EXPERIENCE IN THE PRO- 
TECTION OF VITAL RECORDS 
UNDER WAR-TIME CONDI- 
TIONS” 


The first monthly meeting of the Pitts- 
burgh Control for the year 1942 was held 
January 26 in the Assembly Room of the 
Fort Pitt Hotel. 

The speaker was A. Charles Morse, spe- 
cial representative of Remington Rand, 
Inc., who showed movies in conjunction 
with his address entitled ‘Experience in 
the Protection of Vital Records Under War- 
Time Conditions.” 

Mr. Morse was well qualified to discuss 
his subject. In his travels over the entire 
country in the interest of retail stores, he 
gained a national picture of the necessity 
for record protection, especially in the light 
of England’s experience. Mr. Morse had 
first-hand information concerning the air 
raids in the British Isles, the problems cre- 
ated by these raids and how England met 
some of them. 


PITTSBURGH 


Topic: “SIMPLIFYING WAGE AND 
HOUR PROBLEMS” 


The regular monthly meeting of the 
Pittsburgh Control was held February 23 
in the Assembly Room of the Fort Pitt Ho- 
tel. 

Speaker was C. R. Fay, Director of the 
Employee Accounts Division, Accounting 
Department, Westinghouse Electric and 
Manufacturing Company. His subject was 
“Simplifying Wage and Hour Problems.” 

Mr. Fay graduated with a B.S. degree in 
mechanical engineering in 1922 from Pur- 
due University. After working as a ma- 
chinist and production clerk with the 
Weidly Motor Company, and as a shop 
foreman with the Thomas Skinner Steel 
Products Company in Indianapolis, he 
joined Westinghouse at East Pittsburgh in 
1925. He worked successively in the Equip- 
ment and Methods Department, Stock and 
Routing Section, Production Department 
and Raw Material Stores Department. Start- 
ing in 1930, he assisted in making the 
standard cost installation in the Westing- 
house East Pittsburgh plant, afterwards 
continuing in the Industrial Accounts Di- 
vision, becoming Assistant Director in 
1934. The enlarged program of social leg- 
islation affecting the company’s operation 
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necessitated the establishment of a separate 
division to handle employee accounts, and 
he was appointed Director of that division 
in 1938, which position he now holds. 


ROCHESTER 
Topic: “FEDERAL TAXES” 


The Rochester Control held its monthly 
meeting January 28 at the Rochester Club. 

Discussion leader for the evening was 
Ellsworth C. Alvord, well known attorney 
and national authority on tax matters, of 
Washington, D. C. He spoke on “Federal 
Taxes.” 


ROCHESTER 


Topic: “INVENTORY VALUATION” 


The regular monthly meeting of the 
Rochester Control was held February 25 in 
the Rochester Club. 

Mr. Laurence S. Callaghan, Controller of 
The Todd Company, was discussion leader, 
and his subject was “Inventory Valuation.” 
Mr. Callaghan discussed the question of 
current valuation, trends and the last-in, 
first-out procedure, current and pressing 
problems of management and controllers. 


ST. LOUIS 


Topic: “PROBLEMS WHICH HAVE 
ARISEN AS A RESULT OF THE 
WAR” 

The January meeting of the St. Louis 
Control was held January 26 at the Mis- 
souri Athletic Club. 

Mr. J. E. Roantree, Comptroller of 
Anheuser Busch, acted as_ discussion 
leader on “Problems Which Have Arisen 
As a Result of the War.” The personnel 
problem was one discussed. Questions 
asked were whether employees leaving 
for military service should be replaced 
with women or men beyond the military 
age and whether companies engaged in 
defense work are justified in asking for 
deferment of accounting department em- 
ployees. 


ST. LOUIS 


VISIT BY INSTITUTE’S MANAG- 
ING DIRECTOR 

The meeting of the St. Louis Control was 
held February 16 at the Missouri Athletic 
Club. 

Mr. Arthur R. Tucker, Managing Direc- 
tor of the Controllers Institute of America, 
described the activities in which The Insti- 
tute is engaged currently. 


SAN FRANCISCO 


Topic: “THE PRESENT SITUATION 
AND TREND OF STATE AND 
LOCAL TAXES IN CALIFORNIA” 


The St. Francis Hotel was scene of the 
monthly meeting of the San Francisco 
Control, January 19. 

Guest speaker was Mr. N. Bradford 
Trenham of Los Angeles, Executive Sec- 
retary of the California Taxpayers As- 
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sociation, who spoke on “The Present 
Situation and Trend of State and Local 
Taxes in California.” 

Mr. J. A. Donaldson, National Presi- 
dent of the Controllers Institute, was 
present at the meeting and informed the 
group of the important work of the Na- 
tional Control in New York. 


SAN FRANCISCO 


Topic: “STATISTICAL DATA ON 
SALES AND DISTRIBUTION” and 
“CAPITAL ASSETS RECORDS” 


The regular monthly meeting of the San 
Francisco Control was held February 19 at 
the St. Francis Hotel. 

A round-table discussion on “‘Statistical 
Data on Sales and Distribution” was led 
by Mr. Frank Garvin, and Mr. Walter Eg- 
gert led a discussion on “Capital Assets 
Records.” Mr. C. C. Gibson served as 
Chairman of the meeting. 


SYRACUSE 
BOARD OF DIRECTORS’ MEETING 
The monthly Board of Directors’ meet- 
ing of the Syracuse Control was held De- 
cember 16 at the Syracuse Industrial Club. 


SYRACUSE 


Topic: “LAST IN-FIRST OUT IN- 
VENTORY METHOD” 

The regular monthly meeting of the 
Syracuse Control was held December 16 
at the Syracuse Industrial Club. 

J. W. Crosby, member of the Control, 
led a round-table discussion on the sub- 
ject “Last In-First Out Inventory Method.” 


SYRACUSE 


Topic: “CURRENT TAXATION 
PROBLEMS” 


Members of the Syracuse Control met for 
dinner and regular session January 20 at 
the Syracuse Industrial Club. 

A general discussion on current taxation 
problems was held and plans were made for 
a discussion and review of John H. Mac- 
Donald’s book, “Controllership: Its Func- 
tions and Technique’ at the February 17 
meeting of the Control. 


SYRACUSE 


Topic: ‘“CCONTROLLERSHIP: ITS 
FUNCTIONS AND TECHNIQUE” 
The February meeting of the Syracuse 
Control was held February 17 at the In- 
dustrial Club. 
Mr. John H. MacDonald led a discus- 
sion of his book, entitled ‘‘Controllership: 
Its Functions and Technique.” 


TWIN CITIES 


Topic: “PERSONNEL PROBLEMS 
FOR 1942” 

Mr. Victor Christgau, Director of the 
Minnesota Division of Employment and 
Security, was guest speaker at the meet- 
ing of the Twin Cities Control, held Feb- 


ruary 3 at the Minneapolis Athletic Club. 

Mr. Christgau’s topic, “Personnel Prob- 
lems for 1942,” was of particular in- 
terest to members at this time. Between 
the difficulty of getting raw materials for 
non-defense work and the increased de- 
mand for workers in defense industries, a 
severe strain has been placed on most 
companies as to either employing addi- 
tional personnel or keeping existing per- 
sonnel busy. Mr. Christgau pointed out 
the best ways of solving such problems. 


BALTIMORE 


The regular monthly meeting of the Bal- 
timore Control was held February 11 at the 
Lord Baltimore Hotel. 


BRIDGEPORT 
Topic: “MERIT RATING PROBLEMS” 


The regular monthly meeting of the 
Bridgeport Control was held February 4 
at the University Club. 

The speaker of the evening was James 
J. Graham, Director of Unemployment 
Compensation, State of Connecticut, who 
addressed members on “Merit Rating 
Problems.” 


BUFFALO 


Topic: “RECENT CHANGES IN REV- 
ENUE ACT” 

The Buffalo Control met February 3 at 
the Park Lane Hotel. 

Mr. John W. Sanborn, a leading tax 
consultant of Buffalo, spoke on “Recent 
Changes in Revenue Act’? after which 
speech, members of the Control asked 
questions on taxation. 

Other topics discussed were the monthly 
luncheon of the Control, the Tri-Control 
meeting, and the Spring Conference. 


CHICAGO 


Topic: “FIRST HAND OBSERVA- 
TIONS OF AN AMERICAN BUSI- 
NESS MAN IN EUROPE AND 
SOME THOUGHTS ON AMERI- 
CA’S PLACE IN A POST-WAR 
WORLD” 

On January 27 the Chicago Control 
held its regular monthly meeting in the 
Crystal Room of the Union League Club. 

Mr. Augustus M. Rode, European 
Comptroller and Assistant Treasurer of 
the International Harvester Company, 
spoke on “First Hand Observations of 
an American Business Man in Europe 
and Some Thoughts on America’s Place 
in a Post-War World.” 

Mr. Rode was particularly well quali- 
fied to speak on this timely subject. He 
is a member of the Illinois Bar. He en- 
tered the banking field in Chicago in 
1900 and continued with Chicago banks 
until 1918, at which time he was secre- 
tary of the People’s Trust and Savings 
Bank. He joined the Treasury Depart- 
ment of the International Harvester Com- 
pany in 1920 and went abroad in the 
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spring of 1924. He is also Chairman of 
the European Conference Group of In- 
ternational Harvester, with headquarters 
in Brussels, Belgium. 


CHICAGO 
Topic: “SOME THOUGHTS ON THE 
OUTLOOK” 


February 24 was meeting time for the 
Chicago Control, whose members met in 
the Crystal Room of the Union League 
Club. 

Mr. Phil S. Hanna, Business Editor of 
the Chicago Sun, spoke on “Some Thoughts 
on the Outlook.” 

Mr. Hanna has contributed many edi- 
torials on business problems to the Chicago 
Journal of Commerce under the heading 
“Round Table of Business.’’ He was editor 
of that periodical from October, 1931 to 
October, 1941, when he became Business 
Editor of the Chicago Sun. 


CINCINNATI 
Topic: “FEDERAL TAXES” 


A round-table discussion on ‘Federal 
Taxes” was held at the meeting of the Cin- 
cinnati Control February 10 at the Hotel 
Sinton. 

Discussion leaders were Leonard Bernens, 
Andrew Jergens Company; Maurice W. 
Griesbaum, Albers Super Markets; Rob- 
ert Johnson, Union Central Life Insurance 
Company; L. O. Kieborth, Black Clawson 
Company; Ernest Mitchell, Cincinnati Gas 
and Electric Company; and Frank Uhling, 
P. H. Davis Tailoring Company. 

After the tax discussion, plans were made 
for the Spring Conference. 


CLEVELAND 


Topic: ‘““FEDERAL TAX LOOP- 
HOLES, ARE THERE ANY LEFT?” 


The Green Room of Hotel Cleveland was 
the meeting place February 10 for the Cleve- 
land Control. 

Mr. Rufus S. Day, Jr., spoke on ‘‘Fed- 
eral Tax Loopholes, Are There Any Left?” 

Mr. Day is an attorney, associated with 
Messrs. McAfee, Grossman, Hanning and 
Newcomer, one of the prominent Cleveland 
law firms. He also teaches Constitutional 
Law and Federal Taxation at John Marshall 
Law School in Cleveland. 


DAYTON 
MID-WEST CONFERENCE 


A special meeting of the Dayton Control 
was held February 24 at the Van Cleve 
Hotel. 

Plans were discussed for the Mid-West 
Conference to be held May 17 and 18. The 
Dayton Control is to take charge of the 
afternoon technical session and to provide 
a speaker and a leader of discussion. 


Controllers, note dates of regional 
meetings this spring, as shown on 
page 91 of this issue. 
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PERSONAL NOTES 


Mr. William H. Yates, formerly execu- 
tive vice-president of the United Wall- 
paper Factories, Inc., Chicago, has been 
named president of the company to suc- 
ceed Albert J. Browning, resigned. Mr. 
Yates has been a member of The Control- 
lers Institute of America since November 
26, 1937. 


Mr. H. Parke Thornton has been elected 
vice-president of The White Motor Com- 
pany, Cleveland, Ohio, and will continue in 
his capacity as controller. He is a graduate 
of the University of Nebraska and a certified 
public accountant (Nebraska). He joined 
The White Motor Company in 1936 and 
became a member of The Controllers In- 
stitute of America in January, 1938. He is 
now a director of The Institute. 


Mr. Leonard Moore, secretary-treasurer 
of the Defender Photo Supply Company, 
Inc., Rochester, New York, was elected a 
director of the company at a meeting of 
the Board of Directors held on January 27, 
1942. In 1924 he joined Defender in the 
capacity of cost accountant and office man- 
ager. He was made assistant secretary- 
treasurer in 1927, and elected secretary and 
treasurer in 1939. He is a Mason, a mem- 
ber of several Rochester clubs and associa- 
tions, and was elected to membership in 
The Controllers Institute of America on 
December 1, 1941. 


R. H. Macy & Company, Inc., has an- 
nounced the appointment of Mr. Ernest 
Katz to the newly created office of corpo- 
rate controller. In this capacity he will be 
responsible for financial control of all Macy- 
controlled stores in New York, Newark, 
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Atlanta, Toledo, and the Bamberger Broad- 
casting Company. Mr. Theodore S. Faller, 
formerly assistant controller, has been ap- 
pointed executive vice-president and con- 
troller of Macy's Herald Square, New York 
City. Mr. Katz and Mr. Faller were elected 
to membership in The Controllers Institute 
of America on December 1, 1941. 


Mr. E. S. LaRose, controller of Bausch 
and Lomb Optical Co., Rochester, N. Y., 
has prepared a “1942 Forecast of General 
Business’ in conjunction with Mr. A. H. 
Smith of that company. Mr. LaRose is a 
director of the Controllers Institute. 

The booklet runs to 29 pages, including 
a two-page table of figures on Federal Re- 
served Board Indexes of business activity 
and a two-page graph tracing business ac- 
tivity from 1925 to 1944. Besides a Fore- 
word, there are two chapters: ‘Significant 
Economic Factors Influencing Trend of 
Business Activity” and “Forecast of General 
Business Activity for 1942.” The booklet 
was prepared for the benefit of Bausch and 
Lomb as a “specific and concrete applica- 
tion of those factors which influence its 
business.” 

Mr. John W. Hooper of Brooklyn, N. Y., 
Comptroller of American Machine and 
Foundry Company, Chairman of the Fed- 
eral Taxation Committee, Brooklyn Cham- 
ber of Commerce, and member of the Com- 
mittee on Social Security Procedure of the 
Controllers Institute, was one of six men 
to answer the “Question of the Week’’ in 
the February 6 “United States News.” 

The question was, “Should Congress 
enact a general sales tax on commodities 
to help meet costs of war?” 

Mr. Hooper answered: “In my opinion, 
the situation clearly calls for the enactment 
of a retail sales tax by the current Con- 
gress to raise the deficiency in budgeted 
revenues. This is a tax on the ability of 
the people to spend rather than to earn; 
is comparatively easy to collect; enables the 
taxpayer to meet the extraordinary situa- 
tion more readily and less painfully by 
adjusting his buying habits; distributes the 
burden where it belongs and preserves the 
incentive motive of the enterprise system 
from further strangulation. It is generally 
agreed, and this is of transcendent im- 
portance, that a retail sales tax would be 
far less inflationary in its effect on wages 
and salaries than a withholding tax. 

“Government taxes, when levied on in- 
come, are ultimately found, in whole or 
in part, in the selling price of the con- 
sumers’ goods, unknown to the consumer, 
but catastrophic in its effect on ultimate 
business recovery.” 


Mr. Charles B. Vernooy, former staff 
assistant in the procedure section of the 
American Steel and Wire Company, a sub- 
sidiary of United States Steel, in Cleveland, 
Ohio, on February 11, became controller, 
secretary, and a director of the Scully Steel 
Products Company of Chicago, another sub- 
sidiary of United States Steel. 


Mr. Clarence B. Nickerson, formerly con- 
troller of Greenfield Tap and Die Corpora- 
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tion, Greenfield, Massachusetts, has re- 
turned to the Harvard Graduate School of 
Business Administration as Associate Pro- 
fessor of Accounting. He was elected to 
membership in The Controllers Institute of 
America on October 31, 1941. 


EMPLOYMENT 


Controller-Treasurer 


A member of the Controllers Institute 
and of the American Institute of Account- 
ants, a Certified Public Accountant of New 
York, desires new connection. For the 
past year Assistant Treasurer and Chief 
Accountant of corporation manufacturing 
armament for national defense. Experienced 
with Government contracts and subcontrac- 
tors’ accounts. Has handled large disburse- 
ments; engaged and supervised office per- 
sonnel. Formerly Controller of machinery 
manufacturing company, in charge of gen- 
eral and cost accounts, statistical depart- 
ment, inventory records, office and factory 
payrolls. Long experience with nationally 
known certified public accounting firms, and 
in own practice. Thoroughly experienced 
in cost accounting and system work, and 
in preparation of financial statements, budg- 
ets and tax returns. A tactful and vigorous 
executive who gets results. American of 
Scotch-Irish descent. References of the 
highest type. Address No. 300 “The Con- 
troller.” 


Controller or Corporation Secretary 


A member of The Controllers Institute 
of America desires to make a new connec- 
tion because of changes in policies of pres- 
ent employer. Seven years in present posi- 
tion of Secretary-Treasurer and Controller. 
Previously eight years as Auditor and Plant 
Accountant with the world’s largest manu- 
facturing company in its line. That posi- 
tion was terminated because of the closing 
of the local factory in 1933. Total business 
experience twenty-two years. Age 43 years, 
born in Denmark but United States citizen 
since 1927, college graduate and married. 
Now located in Iowa but will go anywhere. 
Has had wide experience in cost and 
budget work, extensive tax activities, Se- 
curities and Exchange Commission require- 
ments, State Blue Sky laws and all other 
duties normally supervised by the control- 
ler’s office. Can furnish the very best ref- 
erences. Starting salary not less than $7,200 
a year depending on location. This adver- 
tisement inserted with the full knowledge 
of present employer. Address Box 379, 
“The Controller.” 


Executive Accountant and Controller 


Illinois C.P.A., married, thirty-eight 
years old, Swedish descent, Protestant re- 
ligion, now employed as corporate secre- 
tary and controller, desires similar posi- 
tion with large and progressive firm. 
Broad experience in public and private 
accounting. Address Box No. 377, “The 
Controller.” 
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Buffalo, N. Y. 


Loose Leaf Division No. CR 342 


Yes, | want ‘The Office Manual of Loose Leaf Binders, 
Forms and Equipment.’ Send my copy right away. No 
obligation, of course. 


Street and Number 
City and State 


TELLS HOW TO CUT COSTS, INCREASE 
CLERICAL EFFICIENCY, IMPROVE CUSTOMER 
SERVICE, COVERS EVERY TYPE OF BINDER 
AND APPLICATION FROM SALES TO STOCK 


You need this new ‘‘manual.”’ It will 
bring you up to the minute on housings 
that facilitate full compliance with war- 
time regulations pertaining to record 
retention. It will help you cope with 
coming restrictions of office worker 
shortage. 


100 PAGES 


This is the most complete presentation of 
loose leaf binders, forms and equip- 
ment ever brought within a single cover. 
The 100 pages are lavishly illustrated in 
natural colors. 


YOUR COPY IS READY 


The coupon above will bring your copy 
at once. Just fill in the coupon, mail it 
today, and we will have ‘The Office 
Manual of Loose Leaf Binders, Forms, 
and Equipment” at your desk without 


@ No office manager or accountin fficial 
g ~ degatonss delay. No obligation! 


should be without this newest, most 
complete compilation of ideas on record 
retention and use. Send the coupon for 


9 
free copy. Don’t delay! ReMi LEAF DIV. RAND 1 N. 


EMINGTON INAND INC. 











